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Jnbian yinantE ^Ear-Honk lase 


WE THANK YOU ! 


In placing tlie 1936 Edition of the Indian Finance Year-Book before our 
readers, somewhat earlier than in preceding years, we ina}’, once again, venture 
to claim to have rescued this ponderous volume of annual reviews from the 
stigma and staleness of a routine publication. 

Each section has been amplified both in scope and in detail. 

While, formerl}’’, the leading article was a review of the budgets, we have 
now attempted an economic siirvey of 1935-36. The Central and Provincial 
budgets are discussed at greater length and the “Bird’s eye \’^iew’’ has been 
extended to cover the United Provinces as well. 

A running survey of debt legislation. Central and Provincial, is also 
afforded, to facilitate the studv of this paramount problem of agricultural 
indebtedness. 

The Industrial Section contains, in each of its divisions, a financial sun^ey 
of the industrv during the year. An article on the handloom industry’ has 
been added ; and most others have been rewritten in full. 

The Agricultural Section now covers all the staples of this country’-. 

The review of Foreign Trade is lent more point by being approached from 
the standpoint of the balance of payments and the outcome of our protectionist 
policy. 

A review of the Stock Exchanges in India and articles from foreign con- 
tributors increase the wealth of new matter. 

But we must confess, at the same time, to a harrowing sense of the incom- 
pleteness of the Year-Book. To cover every phase of the economic life of this 
Continent is, perhaps, not quite practicable. But the lure of this ideal can 
never fail to draw us. It would serve no purpose to set down here what we 
shall strive to achieve in the coming years. It is but fair to acknowledge, 
in humble gratitude, that the motive power of progress in the future, as in 
the past, will be the appreciation of our readers. 

P, R. Srtntvas, Editor. 

C. S. Rangasw.ami, Managing Editor. 
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ous year. Outturn of agricultural staples 
like cotton, wheat, jute, groundnuts and 
oilseeds compares very favourably with 
that of 1934-35, though rice shows a small 
decline. Industrial production has main- 
tained the upward trend. The jute industry 
has by the end of the year abandoned res- 
triction, though, in this case, the increase 
in jute mill production is a doubtful gain 
to the industry or to the country. Cotton 
industry has increased its output during 
the year in spite of the alarms expressed in 
the previous year that, as a result of the 
double shift, a glut might be created in 
the market with unfavourable reactions on 
the industry. In sugar, the first-half of 
the year showed a somewhat serious fall in 
production as compared with the corres- 
ponding period of the previous year ; but 
there is every reason to believe that from 
the beginning of the new season in Novem- 
ber, the loss would be more than made 
up, so that 1935-36 would even show a net 
increase over the production in 1934-35. 
In spite of the incompleteness of the 
statistics relating to the cement industry 
there is no mistaking the increase in out- 
put which the industry has maintained 
month by month. Iron and steel has an 
even more bright record to its credit and 
the production in minor industries like 
matches, paper and chemicals are all well 
over that of the previous year. 


Raw Material Production — ^Agricultural 
(In Thousands) 




1938-84 

1934r35 

1935-36 

Rice 

(Tons) 

80,856(6) 

30,856(6) 29,822(6) 

Wheat 

)9 

9,449 

9,414 

9,725 

Sugarcane 

99 

4,872 

5,109 

5,905 

Cottou 

(Bales) 

4,656 

4,807 

5,679 

Jute 

99 

8,012 (o) 

8,525 (a) 

6,d9(a) 

Linseed 

(Tons) 

873(6) 

872 

413 

Rape and 
Mustard 

>9 

957 

943 

900 

Sesamum 

99 

5,26(6) 

4,08 (b) 

430(b) 

Groundnut 

*9 

8,254(c) 

8, 254(c) 

1, 842(c) 


(a) Includes figures for Nepah 

(b) Excluding Bhopal. 

(c) Excluding Mysore. 


Production — Industrial 



1933-34 

1934-33 

1935-36 

Cotton Manufac- 
tures (in lbs. 
Million) ) exclud- 
ing Twist and 
Yarn 

615-77 

736-23 

372-67 

Cotton piece-goods 
(yds. million) ... 

294 52 

3,396-4 

2,690-6 

Jute M a n u - 

factur e s 
(Tons OOO’s) ... 

907*05 

930-83 

754-08* 

Sulhhuric Acid 

(Cwts. OOO's) . 

483*45 

529-65 

420*06* 

Sulphate of 
Amonia (Tons) 

889*10 

13,378-4 

13,294-0* 

Sugar (Cwts. OOO’s) 

6,609*87 

13,268-0 

5,874-0* 

Wheat flour 

(Mds. OOO’s) ... 13,792-69 

13,650-89 10,268-79* 

Paper (Cwts. OOO’s) 

823*32 

891*00 

724-04* 

Matches (Million 
Gross) 

17 01 

16*41 

18-58* 

Pig-Iron 
^Tons OOO’s) ... 

1,109*40 

1,343*06 

l,87-76* 

Steel Ingot 
(Tons OOO’s) 

720*90 

838*04 

641-85* 

Finished Steel 

(Tons OOO's) 

550*60 

626*97 

500-38* 

*Nine months figures 


Production — Mineral 



1933-34 

1934-35 

1985-36* 

Kerosene (Millions 
of Gallons) 

153*93 

169*26 

121*28* 

Petrol (Millions of 
Gallons) 

72*62 

81*29 

68-94* 

Coal (Tons OOO’s) 

182*18 

208*46 

150-20* 

*Nine months figure 



One would wish that the increase in 
production, agricultural and industrial, 
were accompanied by an increase in the 
general level of prices. This, as everyone 
knows, has not materialised. The whole 
sale price index has hovered during the 
year about the level of 91 (July 1914— 100), 
At the end of 1934-35, the downward trend 
of wholesale prices, which is usual to the 
first quarter of the calendar year, has well- 
nigh spent itself ; but, it is difficult to 
detect the pronounced upward tendency 
such as would ensure a fair return for the 
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world conditions has, therefore, been 
favourable to the growth of India's foreign 
trade. It is wellknown that despite all 
that may be done by way of internal 
economic reconstruction, it will be a long 
time before the country can regard a fall 
in exports with any equanimity. India's 
export trade being primarily in agricul- 
tural staples, the \vell-being of the masses 
is closely bound up with exports. And 
if one reposes faith in the maxim that 
you cannot sell unless you buy, one will 
have to regard the entire foreign trade of 
the country as a matter of the gravest 
import to the people of India, It is well, 
therefore, to note at the outset that the 
total exports during 1935-36 increased 
from Rs. 155.22 crores in 1934-35 to 
Rs. 164.26 crores. At this level it 
shows an increase of 5.8 per cent, 
over the previous year. This compares 
with an increase of 3-7 per cent, in 
1934-35 over the previous year ; and it 
may be pertinent to recall that in 1934-35 
exports recorded an increase of 10.4 per 
cent, as compared with its predecessor. 
Thus it will be seen that 1935-36 has made 
up in large part for the slowing down in 
the rate of increase of the export trade. 
It has also afforded another consolation 
in that the increase in the import trade of 
14.7 per cent, which 1934-35 recorded 
over the previous year, has now declined 
to 1.6 per cent., imports during the year 
under review having increased only from 
Rs. 132.29 crores to Rs. 134.39 crores. If 
we make special mention of this, it is not 
because of an irrational prejudice against 
the import trade, but because of the fear 
that an increase in the import trade pro- 
portipnate to the increase in the exports 
would render the problem of our foreign 
payments well-nigh insoluble, that is, 
when gold exports cease to figure so 
largely in our transactions with foreign 
countries. That this is no vague fear has 
been shown clearly by the fall in the 
private exports of gold in 1935-36 from 
Rs, 52.53 crores in the previous year and 
Rs, 57,05 crores in 1933-34 to Rs. 37.35 
crores during the year under review. In 
fact, the balance of transactions in trea- 
sure has steadily fallen during the last 
three years from Rs. 57,23 crores to 
Rs, 52.53 crores and thence to Rs. '36.37 
crores. Thus the increase in our balance 
of trade in merchandise from Rs. 23.42 to 
Rs., : 30.56 crores has hardly sufficed to 
prevent the fall in the total visible balance 
of trade, which has shrunk from Rs. 75.95 
crores to Rs. 66.92 crores. Some might 


be inclined to interpret the fall in imports 
of gold as a faint indication of an im- 
provement in the position of the agricul- 
turists, though, for our part, we would 
attribute it mainly to a gradual drying up 
of the sources of supply. 


Foreign Trade 

(In Lakhs of Rupee) 



1938-34 

1934-35 

1935-36 

Exports of Indian 
Merchandise ... 

147,25 

151,67 

160,49 

Re-E X p 0 rt s of 
Foreign Mer- 

chandise 

8,42 

3,65 

3 77 

Imports of Foreign 
Merchandise .. 

116,00 (o) 

131,80 (a) 

133,71 (a) 

Balance of Trade 
in Merchandise 

4-35,67 

+23,42 

+30,35 

Balance of tran- 
sactions in 
Treasure private 

-h 57,23 

+52,53 

+36,37 

Total visible 
balance of trade 

4-92,90 

4-75,95 

-1-66,92 


(a) Excluding value Railway Materials 
(Rs. 36 lakhs, Rs, 49 lakhs, and Rs. 68 lakhs 
in the twelve months April to March, 1934-34, 
1984-35 and 1935-36 respy) . imported direct by 
State Railways working under Company Manage- 
ment which was not paid for in the ordinary 
way and not, therefore, taken into account in 
arriving at the balance of trade. 

The figures of foreign trade which are 
subject to closer scrutiny in the appro- 
priate section of this Year Book must, 
however, be deemed encouraging. They 
confirm the^ impression that the trade 
recovery which set in in the summer of 
1932, has not yet come to a halt and that 
the general pace of progress will be suffi- 
cient to lighten the problem of internal 
economic reconstruction. It would be un- 
fortunate for economic planning if, at the 
it is taken on hand, improvements 
in internal trade should be more than offset 
by a setback in foreign trade. The im- 
provement in foreign trade is also, it must 
be noted, well spread over the principal 
agricultural staples. Excepting raw cot- 
ton, which shows a slight decline in 
volume and in value, the other commo- 
dities have maintained their position and 
some have shown an appreciable improve- 
ment. 

Within the country, production has 
shown a marked increase over the previa 
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ous year. Outturn of agricultural staples 
like cotton, wheat, jute, groundnuts and 
oilseeds compares very favourably with 
that of 1934-35, though rice shows a small 
decline. Industrial production has main- 
tained the upward trend. The jute industry 
has by the end of the year abandoned res- 
triction, though, in this case, the increase 
in jute mill production is a doubtful gain 
to the industry or to the country. Cotton 
industry has increased its output during 
the year in spite of the alarms expressed in 
the previous year that, as a result of the 
double shift, a glut might be created in 
the market with unfavourable reactions on 
the industry. In sugar, the first-half of 
the year showed a somewhat serious fall in 
production as compared with the corres- 
ponding period of the previous year ; but 
there is every reason to believe that from 
the beginning of the new season in Novem- 
ber, the loss would be more than made 
up, so that 1935-36 would even show a net 
increase over the production in 1934-35, 
In spite of the incompleteness of the 
statistics relating to the cement industry 
there is no mistaking the increase in out- 
put which the industry has maintained 
month by month. Iron and steel has an 
even more bright record to its credit and 
the production in minor industries like 
matches, paper and chemicals are all well 
over that of the previous year. 


Raw Material Production — ^Agricultural 
(In Thousands) 




1933-84 

1934-35 

1935-36 

Rice 

(Tons) 

80,856(5) 

30,856(5) 29,822(5) 

Wheat 

»> 

9,449 

9,414 

9,725 

Sugarcane 


4,872 

5,109 

5,905 

Cottou 

(Bales) 

4,656 

4,807 

5,679 

Jute 


8,012 (a) 

8,525 (a) 

6, 39(a) 

Linseed 

(Tons) 

378(5) 

872 

413 

Rape and 
Mustard 


957 

948 

900 

Sesamum 

99 

5,26(5) 

4,08(5) 

430(5) 

Groundnut 

fp 

8, 254(c) 

8, 254(c) 

1, 842(c) 


(a) Includes figures for Nepah 

(b) Excluding Bhopal. 

(c) Excluding Mysore. 


Production — Industrial 



1933-34 

1934-35 

1935-86 

Cotton Manufac- 
tures (in lbs. 
Million) ) exclud- 
ing Twist and 
Yarn 

615-77 

736*25 

372-67 " 

Cotton piece-goods 
(yds. million) ... 

294 52 

3,396*4 

2,690-6 

Jute M a n u - 

faetur e s 
(Tons OOO’s) ... 

907*05 

950*83 

754-08* 

Sulhhuric Acid 

(Cwts. OOO's) . 

483*45 

529*65 

420-06* 

Sulphate of 
Amonia (Tons) 

SS9-10 

13,578-4 

13,294-0* 

Sugar (Cwts. OOO’s) 

6,609*87 

13,268*0 

5,874-0* 

Wheat flour 

(Mds. OOO’s) ... 13,792-69 

13,650-89 10,268-79* 

Paper (Cwts. OOO’s) 

823-32 

891-00 

724-04* 

Matches (Million 
Gross) 

17 01 

16*41 

18-38* 

Pig-Iron 
iTons OOO’s) ... 

1,109*40 

1,343*06 

1,87-76* 

Steel Ingot 
(Tons OOO’s) 

720-90 

838-04 

641-35* 

Finished Steel 

(Tons OOO's) 

550*60 

626*97 

500-88* 

*Nine months figures 


Production— Mineral 



1933-34 

1934-35 

1985-36* 

Kerosene (Millions 
of Gallons) 

153*98 

169*26 

121*28* 

Petrol (Millions of 
Gallons) 

72-62 

81-29 

68-94* 

Coal (Tons OOO’s) 

182*18 

208*46 

150-20* 

*Nine months figure 



One would wish that the increase in 
production, agricultural and industrial, 
were accompanied by an increase in the 
general level of prices. This, as everyone 
knows, has not materialised. The whole^ 
sale price index has hovered during the 
year about the level of 91 (July 1914— 100). 
At the end of 1934-35, the downward trend 
of wholesale prices, which is usual to the 
first quarter of the calendar year, has well- 
nigh spent itself ; but, it is difficult to 
detect the pronounced upward tendency 
such as would ensure a fair return for the 
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cultivators. That the wholesale price 
index has, generally speaking, kept at a 
higher level in 1935-36 than during the 
previous j^ear, is a somewhat poor consola- 
tion ; for there is no knowing whether the 
producers were able to reap any tangible 
benefits out of this slight increase in 
prices. It seems safe to presume that there 
has been no setback — another circumstance 
which enables a more hopeful outlook of 
the future. 

It is somewhat disconcerting to note that 
the indices of internal trade activity are 
not as heartening as the figures of foreign 
trade or of internal production. As is 
well-known, such indices are notoriously 
incomplete and are only indirect evidence 
of the vicissitudes of internal trade. In 
the existing state of statistics in India, one 
has to rely, for gauging the trends of 
internal tradCj mainly on the financial 
statistics such as clearing house returns, 
the figures of railway earnings and the 
returns in regard to coastal trafiic. The 
figures of vsuch clearings convey an impres- 
sion of greater activity in internal trade, 
the total for the year being 1,742 crores 
as.comj;jared with 1,839 crores in 1934-35. 
But, it would be unsafe to draw conclu- 
sions from these figures as the increase 
may well be due to the changes brought 
about by the constitution of the Reserve 
Bank of India. In other words, it is more 
than possible that transactions, which 
formerly did not figure in clearing house 
returns, have come within the scope of the 
clearing on account of the constitution of 
a central banking institution distinct from 
the old Imperial Bank. Caution is parti- 
cularly necessary as both in respect of 
railway returns and of coastal trade, no 
improvement is noticeable. The gross 
earnings of State-owned railways show a 
fall during the year, but wagon loadings 
show a slight increase which, though it 
does not indicate any marked improvement 
in trade activity, is still sufficient to 
suggest the steady continuance of the 
recovery. One must also pay heed to the 
fact that the total tonnage entered and 
cleared in our coastal trade has shown a 
fall as compared with the previous year. 

Turning to national finances, the experi- 
ences of the provincial governments seem 
to confirm the view that though the 
recovery has not come to a halt, the general 
level of prosperity among the mass of 
peqlple has not risen appreciably. The 
povindal governments cannot be said, as, 
indeed, the central government can be 
s^id| to have left behind the period of 


deficit budgets and to be able to hope for 
increased outlay in those departments 
which further the coinirion weal. The old 
theory that savings are best left to fructify 
in the pockets of the tax-payer is now 
completely obsolete ; and national econo- 
mic progress is generally conceived as the 
result of increased revenues derived from 
higher prosperity being spent in a manner 
that would promote the progress of busi- 
ness and the increase of national wealth. 
In India particularly, it is difficult to 
imagine any notable progress in national 
economy except with a large outlay of 
public expenditure on nation-building 
schemes. If this view is correct, the state 
of the provincial finances as disclosed in 
the budget statements of the Finance 
Members in February-March last cannot be 
considered to be altogether encouraging. 
For out of the various provinces, the 
Punjab, the United Provinces, Bengal and 
the Central Provinces have failed to avoid 
any deficits for the year 1936-37, though, 
in most cases, the revised estimates for 
1935-36 proved to be better than the ori- 
ginal budget estimates. The province of 
Sind, Orissa and Northwest Frontier have 
been brought into being as frankly unable 
to make both ends meet for a long time to 
come. Madras and Bombay have the dis- 
tinction, or rather the misfortune, of 
figuring as provinces which have been able 
to budget for a surplus in 1936-37. 


(In Crores of Rupees) 


Notes ill Circula- 

1988-84 

1934-35 

1935-36 

tion 

2,136 

2,196 

2,304 

*Cheque Clearance 

1,641 

1,742 

1,829 


^Unadjusted. 

fBy taking the value of Currency Notes in 
Circulation at the end of each month. 


While the small surplus shown in the 
case of Madras and Bombay does not 
warrant any conclusions as regards an im- 
provement in the prosperity of the people, 
the respective governments have had to 
pay a heavy price for their zealous regard 
for financial integrity. For, it has meant 
that in the recommendations for the ad- 
justment of provincial and central finances, 
the provinces have lost a great deal, while 
the deficit provinces have gained through 
Sir Otto Niemeyer, various reliefs. The 
outlook of provincial finance as a whole, 
judging from the Niemeyer Report, is 
none too bright. The .only improvement 
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which can be expected is that the pro- 
vinces like Bengal, which had fallen into a 
state of chronic deficit, will in the future 
be able to produce a fair balance between 
current revenue and expenditure. But, at 
the same time, provinces like Madras, 
Bombax and the Punjab will have to call 
a halt to the expansion of Nation-building 
activity and to remain content with a 
slowing down of the pace of progress. 
The only hope of a substantial improve- 
ment in provincial finance is the possibi- 
lity, too remote to seepi real, of the 
Central Government being able to let the 
provinces have their share of the income- 
tax. According to Sir Otto, this would 
depend mainly on the Railways being able 
to resume their contribution to the general 
revenues and no student of railway finance 
and railw'ay affairs will consider it as a fair 
prospect. We have already pointed out 
that economic progress in India on any 
appreciable scale, will have to come main- 
ly through the impetus of larger outlay on 
nation-building schemes ; and, in so far as 
this depends on a permanent improvement 
in the position of provincial finance, it 
would seem to be a forlorn hope, indeed. 
For the present, one has to be content 
with such indications of improvement as 
are contained in the review of the finances 
of the Central Government. The budget 
statement of Sir James Grigg, it must be 
said, contains many indications of general 
improvement in economic well-being. 

The vast increase in the revenue derived 
from indirect taxation must be pronounce*!, 
in the absence of evidence to the contrary, 
to indicate a growth in consumptive 
capacity. Without overlooking the essen- 
tial incompleteness of statistics in this 


regard, one may say that the market for 
cotton goods and sugar has broadened 
during the period. In both these cases, 
imports and internal production have alike 
shown a marked increase. The increase 
in imports and internal production of sugar 
has enabled the Government of Tti dia to 
realise through the import duty and 
through the excise far more than they had 
anticipated, and the estimates for 1936-3’/ 
on this date are framed on the assumption 
that the internal market for sugar ha> 
begun to grow. Sir James Grigg has also 
assumed an increase in income tax revenue 
to the extent of Rs. eighty lakhs, which 
is another indication that the general eco- 
nomic situation continues to be on the 
mend. The Central Government have also 
cheerfully accepted the report of Sir Otto 
Niemeyer, which means that they will 
have in the coining years to part with more 
than crores by way of subventions and 
reliefs to the deficit provinces. This surely 
implies a hopeful outlook. But whether 
the economic aspirations of the people will 
be realised in any measure is more than 
any one can say. There is now through- 
out the country a pronounced reaction 
from the violent protectionist sentiment of 
earlier years and a tendency to emphasise 
the importance of reconstructing rural 
India, without prejudicing in any way the 
prospects of industries W’hich have come 
into being. Whatever policy India may 
pursue in the future in regard to tariffs 
and foreign trade, the progress of agricul- 
ture is essential ; and it is to be hoped that 
in the next few years, government and 
people will unite in a determined effort to 
break the shackles off the limbs of Indian 
agriculture. 


FOREIGN EXCHANGES 


RETROSPECT AND PROSPECT 


By PAUL EINZIG 


The year 1936 has been characterised, 
up to the time of miting at any rate, by 
a relatively high degree of stability of 
exchange rates. Since the devaluation of 
the currencies of Belgium, Luxemburg, 
and the free City of Danzig last year, there 
have been no further devaluations. Nor 
have any countries suspended the Gold 
Standard or allowed their exchange to 
depreciate to any material degree. The 
range of fluctuations has been much 
narrower than in any- year since 1931. 
Even though this range was wider than 
in normal conditions when it is limited 
by the gold points, it was considerably 
narrower than is customary between in- 
convertible paper currencies. 

The relative stability of the exchange 
was not, however, the result of a funda- 
mental equilibrium. On the contrary, it 
was maintained artificially in face of strong 
currents tending to cause as wide exchange 
movements as were ever witnessed since 
1931. The stability of a small number of 
currencies which are still on a gold basis 
was maintained by the working of the 
Gold Standard, while the predominant 
majority of exchanges were defended 
against unwanted fluctuations with the 
aid of official intervention in the foreign 
exchange market. Indeed, the manage- 
ment of exchanges with the aid of 
Exchange Equalisation Accounts has 
become the rule and laissez faire in the 
foreign exchange market the exception. 

The stability of the cuirencies of the 
Gold Bloc— the French franc, Dutch 
guilder and Swiss franc — ^was maintained 
in relation to gold and the dollar in face 
of strong adverse pressure. In particular 
the French franc has been subject to a 
series of violent attacks. There has been 
an almost constant adverse pressure, due 
mainly to the flight of French capital 
abroad and also to some extent to specu- 
lative operations. For some time between 
February and April the effect of this 
pressure remained neutralised as a result 
ol the credit of £40,0005000 granted to the 
French Government by a group of London 


banks. These additional resources were, 
however, used up by May^ when the 
franc had to face an intensified attack 
that followed the victory of the parties 
of the Lefb at the General Election. Not- 
withstanding repeated statements to the 
contrary, it was widely believed that one 
of M. ]Blum’s first actions on assuming 
office would be the devaluation of the 
franc. The flight of French capital in- 
creased in volume for fear of devaluation, 
high taxation and other possible anti- 
Capitalist measures. It was not until the 
Government made it plain that it meant 
to continue defending the franc that the 
adverse pressure subsided and even 
became reversed. 

In face of the strong adverse trend the 
French authorities defended the franc by 
‘‘playing the game of the Gold Standard”. 
That is, they allowed gold to leave the 
country freely and, whenever unfavour- 
able movements became accentuated, they 
raised the Bank Rate to 6 per cent. It 
cannot be said, however, that the 
actions of the Bank of France conformed 
fully to the orthodox Gold Standard rules, 
in which the defence of an exchange 
would necessitate the contraction of 
credit. The French authorities were not 
in a position to pursue this rule; on the 
contrary, they had to expand credit in 
order to finance the deficit of the 
Treasury and in order to enable the banks 
to meet the withdrawals of deposits. 

Since gold was allowed to be withdrawn 
from France to the United States, the 
franc-dollar rate remained steady around 
gold export point. On the other hand, 
the franc-sterling rate did not remain 
absolutely stable owing to the fact that. 
Great Britain not being on the Gold 
Standard, the gold points did not operate. 
Had natural tendencies been allowed to 
take their course, there would have been 
a sharp appreciation of sterling in relation 
to the franc as a result of the wholesale 
flight of French capital to London. Such 
an appreciation would have entailed a 
corresponding appreciation of sterling in 
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relation to the dollar ; and this would not 
have suited the interests of British export 
trade. For this reason, the Exchange 
Equalisation Account endeavoured to 
counteract the depreciation of the franc 
in terms of sterling. In accordance with 
its traditional tactics it did not aim at 
the rigid stabilisation of the sterling-franc 
rate, but simply at the regulation and 
moderation of the movement. Thus, 
instead of allowing sterling to appreciate 
in relation to the franc to the extent of, 
say, 10 per cent., it kept down the extent 
of its appreciation to about 2 per cent. 
This end V7as achieved by means of buyin-g 
francs heavily and converting the pro- 
ceeds into gold through earmarking at the 
Bank of France. As a final result, the 
Bank of France lost a substantial amount 
of gold and the tactical position of the 
franc weakened further. 

While the adverse pressure was to a 
large extent, prevented from producing its 
effect upon the spot franc, it was allowed 
to produce its effect upon the forward 
franc. Consequently the discount on 
forward francs, vdiich was abnormal, 
widened at times of adverse pressure to 
spectacular dimensions. Occasionally, the 
discount for three months was equivalent 
to nearly 40 per cent, per annum, while 
the discount for shorter periods was 
considerably wider. This was due in part 
to speculative short selling of francs, which 
continued, iictwithstaiiding the efforts of 
the authorities in various countries to 
discourage it. To a large extent, the 
weakness of forward francs was the result 
of genuine hedging against the risk of 
depreciation by those possessing assets in 
France. 

It was inevitable that the unfavourable 
trend of the franc should spread over the 
Dutch and Swiss exchanges. In the case 
of Sv/itzerland, the adverse pressure was 
to some extent justified by the inherent 
weakness of the currency due to the 
dangerous banking situation. In the case 
of Holland, however, the improvement of 
the general situation due to better Colonial 
trade failed to prevent the development 
of a weak undertone. It was assumed 
that once the French franc was devalued, 
neither Holland nor Switzerland would be 
in a position to resist devaluation any 
longer. Consequently whenever the 
French franc was weak, a wave of pessi- 
mism developed regarding the prospects 
of the other two currencies of the Gold 
Bloc. 

The currencies which may he regarded 


as satellites of the Gold Bloc were also 
subject to acherse pressure. Poland was 
compelled to introdiicp drastic exchange 
restrictions; and she chose to default on 
her foreign debt rather than devalue her 
currency. The German Reichsmark was 
maintained at par; but the various block- 
ed marks depreciated fm’ther. Spain 
found it also increasingly difficult to resist 
unfavourable tendencies. Roumania de- 
cided to abandon the pretence of resisting 
devaluation and confirmed the de facto 
depreciation of her exchange by a legal 
devaluation to the extent of 38 per cent. 
Ill Czceho-Slovakia it was found that the 
devaluation of IG per cent, which was 
carried out some two years ago was not 
sufficient and the exchange remained 
subject to adverse pressure. In Italy the 
sanctions and the extremely severe restric- 
tions created a special position in which 
the lira rate \vas purely artificial. It was 
allowed to depreciate slightly after the 
victory in Abyssinia. 

The tendency of currencies which were 
allowed to find their approximate equili- 
brium level through devaluation or 
through depreciation presented a sharp 
contrast to the tendency of the Gold Bloc 
and its satellites. This contrast was the 
most pronounced in the case of the belga, 
which until March, 1935 was one of the 
Gold Bloc currencies. The moment it 
was devalued, adverse pressure gave way 
to a favourable tendency. Confidence in 
the stability of the belga at its lower level 
was fully restored and most of the Belgian 
capital, which took refuge abroad, was 
repatriated. What is more, Brussels has 
become a centre for foreign refugee funds. 
As a result, the flight of capital from 
France and Holland resulted in a firm 
tendency of the belga which, apart from 
brief mtervals, continued throughout the 
period under review. Forward belgas 
were at a premium; and the inflow of 
foreign funds assumed at times almost 
embarrassing dimensions. 

The same phenomena were noticeable 
on a much larger scale concerning the 
dollar. It is now generally assumed that 
President Roosevelt will not experiment 
with a further devaluation of the dollar, 
if he can possibly avoid it. For this 
reason, the dollar commands much con- 
fidence and New York has become the 
chief centre for refugee funds. This, 
together with the favourable trade 
balance, resulted in an almost constant 
firm tendency of the dollar in relation to 
gold currencies. To some slight extent 
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it was sought to counteract this tendency 
by silver purchases in producing countries 
and in the East; but, for the most part, 
it resulted in a heavy influx of gold from 
the Gold Bloc countries and from the open 
market in London. As a result of this 
buying pressure and of the low interest 
rates prevailing in the New York market, 
forward dollars remained constantly at a 
premium. Since sterling is not on a gold 
basis, it is inevitably highly sensitive to 
the tendencies of other major currencies. 
If there is a flight from the franc both 
to London and to New York, it tends to 
affect sterling to a much higher degree 
than the dollar, for the simple reason that, 
while its effect on the dollar is limited by 
the operation of the gold points, its effect 
upon sterling is in theory unlimited. 
Even in practice the limitations of its 
effect upon sterling through the operations 
of the Exchange Equalisation Account are 
not complete. As we pointed out above, 
the Exchange Equalisation Account does 
not, as a rule, rigidly oppose exchange 
movements, but merely endeavours to 
reduce them. This means that, while the 
crises and the recoveries of the franc affect 
the franc-dollar rate to a moderate extent 
only, they affect the franc-sterling rate to 
a much higher degree ; and since the franc 
remained pegged in relation to the dollar 
at gold export point, it was inevitable 
that sterling should fluctuate in terms of 
dollars at the same time as fluctuating in 
terms of francs,. Official intervention kept 
the range of its fluctuations much 
narrower than during previous years. 
While in 1985 the range of its fluctuations 
was about 5 per cent., in 1936 it was 
rather under B per cent. Indeed, the 
conception that in practice, if not in law, 
sterling is stabilised has gained ground to 
no slight degree. It accounts for London^s 
increasing popularity as a refuge for 
foreign capital. 

The currencies of the Sterling Bloc conti- 
nued to remain more or less pegged in 
relation to sterling. Some of them had 
their individual fluctuations which, how- 
ever, seldom exceeded normal proportions 
customary between currencies on the same 
standard. Apart from the weakness of the 
Argentine peso, there were no violent fluc- 
tuations in Latin American exchanges, 
most of which have linked themselves up 
either with the dollar or with sterling. As 
for the remaining few silver exchanges, the 
relative stability of the price of the metal 
since the beginning of this year narrowed 


down the range of their fluctuations in rela- 
tion to gold and paper exchanges. 

Having given a bird’s-eye view of the 
development of exchanges during 1936, let 
us now consider their prospects. It is 
extremely risky to make any definite fore- 
cast amidst the existing uncertainty about 
cast amidst the e — listing uncertainty about 
the fate of the franc. All one can do is to 
enumerate the alternative directions of 
development. 

(1) The defence of the franc at its 
present parity will continue for a 
long time. 

(2) The franc will be devalued during 
the next few months. 

(8) The franc will be allowed to find 
its own level, 

(4) The franc will join the Sterling 
Bloc. 

Should the stubborn defence of the franc 
continue, it would, in all probability, cause 
a further appreciation of sterling. There 
is no reason to suppose that the Exchange 
Equalisation Account would change its 
policy by rigidly resisting a further rise, 
unless and xmtil the appreciation of ster- 
ling begins to embarrass the export trade. 
If its task in checking the rise of sterling 
becomes more difficult owing to exchange 
restrictions and gold embargo in France, 
then the chances are that sterling will be 
pegged in relation to the dollar. Until 
now the British authorities have preferred 
to operate in francs owing to the possibi- 
lity of converting their purchases into gold. 
If, however, at any time this possibility 
should cease to exist, the next best thing 
would be to operate in dollars. 

Let us now consider the probable effects 
of a devaluation of the franc. It is safe 
to assume that it would be followed by an 
all-round devaluation of the currencies of 
the Gold Bloc and its satellites. Among 
others, Germany would also devalue. 
This is a point of importance because, 
while there is very little competition bet- 
ween British and French export trades, 
competition is very keen between Great 
Britain and Germany. Thus, if a drastic 
devaluation of the Reichsmark should place 
British export trade in a difficult position, 
it would be inevitable to allow sterling to 
adjust itself to a level which is more in 
accordance with the interests of the export 
trade. In any case, an all-round devalua- 
tion is likely to be followed by withdrawals 
of refugee funds, which would be repatriat- 

{Contimied on page x8) 



WORLD’S STOCK EXCHANGES 

RETROSPECT AND PROSPECT 


By R. GORDON CUMMINGS 


Any attempt to analyse the individual 
major and minor factors which have exer- 
cised their influence during the last 
eighteen months on world stock markets, 
and the detailed effects on security prices 
would be impossible of achievement in an 
article of this general nature. I shall, 
therefore, confine my remarks and conclu- 
sions tci a general survey covering the 
principal markets. 

Before proceeding, however, to what 
might be called a detailed survey of the 
major factors, and with a view to saving 
repetition, I consider that it is essential at 
this opening stage to summarise and to 
dispose of the factors which have played 
their part in swaying market sentiment 
since the beginning of 1935. Such factors, 
at least those of major importance, can be 
broadly summarised as coming imder the 
following headings : — 

1. International political influences. 

2. The Abyssinian war. 

3. The world re-armament race. 

4. Exchange restrictions and currency 
devaluation fears. 

5. Economic nationalism and tariff res- 
trictions. 

6. Commodity price fluctuations and 
restriction schemes. 

Major Market Factors Analysed, 

Thus broadly, as shown above, can be 
summarised the troubles which have had 
to be faced, alone, or, in many instances, 
one in conjunction with another, during 
a period which has been difficult in more 
senses than one. A brief examination of 
the major influences at work in stock 
markets may, perhaps, appear to be cover- 
ing old ground, but is, nevertheless, essen- 
tial if we are to obtain a clear picture 
of the past yearns events. 

We, in London, are now becoming 
phlegmatic about unexpected political up- 
heavals, which are almost day to-day 
occurrences. Changes of political opinion 
of serious import do still, however, 
2 


continue to exercise the minds of market 
operators and investors. The reaction 
of stock markets to serious ruptures 
in international relations has generally 
been a precautionary marking down in 
prices followed by a period of compara- 
tive quietness — in some cases complete 
stagnation — eventually overcome by steady 
revival, or even a rapid recovery. The 
net effect, therefore, has been for political 
considerations to simply serve as a 
‘^brake®* on upward movements. 

Little notice was taken in its early 
stages of the possibility of a war actually 
breaking out between Italy and Abyssinia. 
True, caution was observable in the period 
immediately preceding actual fighting, but 
it was not until the Italians invaded 
Abyssinia that markets really reacted to 
the possible implications which might then 
have followed, had the trouble spread to 
other nations. After a few months, the 
Abyssinian war also became a thing of the 
past and was superficially ruled out of 
account as a market factor. 

The present tendency for each nation to 
increase its defensive forces beyond what 
should be normal peace time limits has 
provided a double-edged weapon. On the 
one hand, re-armament naturally leads to 
fear of war, with its inevitable repercus- 
sions on u^ternational trade and stock 
markets, wldle, on the other hand, the 
expenditure of enormous sums of money on 
what, for a better word, might be called 
non-productive goods has led to the stage 
where certain industries in most countries 
of the world have reached a position of 
ever-increasing prosperity. We have, 
therefore, seen sections of the stock 
markets yeakening on the possibilities of 
a war, while other sections, such as the 
armament and iron and steel markets, have 
been rising, preparations for war meaning 
bigger profits for companies operating in 
these trades. 

Exchange restrictions have been playing 
a part in stock market movements for 
several years, so that they are now almost 
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a customary eviL Exchange restrictions 
in countries like Germany have been 
tightened up during the last eighteen 
months, Tvhile Italy joined the ranks of the 
Exchange Restrictionists net many months 
ago. At the present time there appears to 
be little hope of seeing such restrictions 
lifted in even the most promising of the 
South American countries* 

France has led the way in providing 
plenty of scares on currency devaluation. 
The United States of America has also con- 
tributed its small quota of uneasiness. At 
one time, not so many weeks ago, it seemed 
almost certain that some form of devalua- 
tion would have to be applied to the franc. 

The net result of these overhanging fears 
has been a constant transference and re- 
transference of funds from the countries 
likely to be affected to those countries 
considered to be safely beyond the barriers 
of devaluation. This ebb and flow of 
capital has served, purely apart from 
sentimental factors, to bring about sharp 
fluctuations in stock market prices, typical 
instances, which can he cited, being the 
movements seen at various times in British 
Government securities following their pur- 
chase on behalf of French Nationals and 
their subsequent sale. 

Wrong though it is, almost every country 
in the world is now doing everything in its 
power to shut itself off from other countries. 
Tariff barriers are raised and re-raised in 
order to keep down imports, while on the 
other hand, every effort is made to increase 
exports, a policy which naturally cannot 
get very far in both directions. While 
there are a few hopeful signs of world trade 
expanding, there is little hope of any big 
increase until ‘^Economic Nationalism” is 
put to one side. There is no necessity for 
me to emphasise the great benefits accruing 
to the world as a whole from the free and 
easy flow of goods and raw materials from 
one country to another. 

One outcome of this attempt to find 
economic self-suflieiency has been a notice- 
able effect on the consumption, supply and 
prices of commodities. Other factors have, 
of course, operated to account for the fall 
in commodity prices, such as an increase 
in production, but there is in my opinion 
no burking the fact that, if trade was 
allowed to be carried on without any 
hampmng restrictions, the demand for raw 
materials would improve. A decline in 
productive power and a fall in spending 
pbw^ must inevitably be reflected in a 
lower demand for primary commodities, 
which in turn leads to falling prices and. 


as has happened in many instances since 
1930, the formation of restriction schemes 
aiming at maintaining the market level by 
limiting production to existing demands. 
Typical instances are provided by the tin, 
tea, rubber and copper restriction schemes. 

What of the Future ? 

Having summarised the major influences 
effecting stock markets in .one way or 
another, it might be advisable at this stage 
to consider what hope there may be in the 
future of seeing all, or even a few, of these 
adverse influences removed from the path 
of market recovery. 

For all practical purposes, the Abyssi- 
nian war is now a thing of the past, al- 
though the backwash arising therefrom 
sometimes makes one think that it would 
be better to have the war rather than the 
results. Unless troubles should arise from 
the controversy over Sanctions, we can 
eliminate Abyssinia from our future market 
calculations. 

Political upheavals are, I am afraid, 
likely to be with us for many years to 
come, unless, of course, a miracle happens. 
A very careful eye must be kept on 
Germany, which at the present time 
appears to be rapidly ripening into the 
plague spot of Europe. Japan is also an 
enormously serious factor, while Italy and 
some of the Central European states may 
easily do something at an unexpected 
moment to bring about serious trouble. 
Apart entirely from currency and economic 
considerations, France is a doubtful starter 
in the ‘'"Peace Race”, her fears of invasion 
by surrounding nations creating the ever 
present possibility of getting rid of the 
nightmare by starting trouble herself. 

The student of stock markets must, 
therefore, watch carefully every develop- 
ment in the political world, with a view to 
translating even the slightest hint of 
trouble into what effect it will have on 
market movements. 

Rearmament programmes are bound to 
continue on an enormous scale, but, as 
pointed out earlier in this article, what 
may mean loss to one part of the com- 
munity means profit to the favoured few 
who stand to make money out of the manu- 
facture of fighting machines. We can, 
therefore, look for sustained interest in the 
shares of companies having direct and even 
remote interests in the manufacture of 
armaments. 

Sooner or later, there will have to be a 
wholesale revaluation of world currencies 
based on present conditions. The position 
which has been existing since soon aftet 
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the end of the Great War is that one 
country appears to be afraid of taking any 
step in priority to any other country. It 
only needs co-operation and the framing of 
a definite policy between Great Britain, 
France and the United States of America 
to bring every other country in the wwld 
into line. International distrust is, how- 
e\'er, too great, although I feel that the 
United States may suddenly get fed up 
with sitting on the fence and take the 
necessary step which will start the ball 
rolling. 

The iirst effect of currency devaluation 
on stock markets would be a fall, possibly 
sharp j follow^ed by sharp improvement 
when minds have been adjusted to the 
new conditions. Stock markets of the 
devaluation countries would be those stand- 
ing to benefit to the greatest extent, the 
behaviour of London markets in September 
1931 being an ideal illustration of what 
may happen. 

il^ices of many commodities are only 
being kept at their present levels by schemes 
formulated to restrict output to a level 
sufficient to meet current demands, and, 
in some cases, to a level which will also 
serve to reduce accumulated stocks. Some 
of these restriction schemes are voluntary 
in nature, for instance, that applying to 
copper, while in other instances, such as 
tin, rubber and tea, they have been 
formulated in conjunction with the Govern- 
ments of the countries primarily concerned 
in the prosperity of the particular indus- 
tries in which they are interested. Such 
schemes are more rigid and are usually 
entered into for a definite period of time, 
with the proviso that periodical adjust- 
ments can be made to meet changing 
conditions. The rubber restriction scheme 
is an outstanding example, the committee 
altering the production quotas whenever 
it is considered that the price of the com- 
modity is rising too sharply. 

Restriction schemes naturally cut both 
ways. They benefit in a general sense the 
producer^ but, on the other hand, they are 
not often to the liking of the consumer 
who realises that, if there were no restric- 
tion, he would be able to buy his raw 
materials at cheaper prices, although per- 
haps shortsightedly, forgetting that his 
own sales might suffer from an ultimate 
fall in purchasing power. 

At the time of writing there is the possi- 
bility of seeing the tin restriction scheme 
completely abandoned by the end of 1936. 
Such fear has brought about a decline, in 
the price of tin, and a fall in the price of 


tin shares. Factors like these will continue 
to exercise their influence on commodity 
share markets ; but it is not for me to 
forecast wdiat may be the position a year 
hence. 

Pwspecta fiUtiiined up. 

Dealing generally, as I am, with world 
slock markets, any forecasts, which I 
make, must necessarily be of a very broad 
nature. So far as I can foreshadow at the 
time of writing, I think that movements 
in the leading stock markets will be more 
or less upward for a period of twelve to 
eighteen months. Intermediate fluctua- 
tions will, of course, be seen; but on the 
whole there is some reason to anticipate a 
lightening of political and financial burdens 
now easting their shadows over the world. 

The cost of money, by which I mean 
short and long term interest rates, will play 
a big part in the type of security likely to 
become most popular. If we are to have 
large scale expansion in international and 
internal trade, it is inevitable that money 
rates will harden. Higher interest rates 
will be reflected in a lowering of the market 
prices of fixed interest securities, while the 
diversion of more money to industrial 
enterprise will mean a rise in profits and 
a rush for industrial equity shares. As I 
have pointed out in many of my articles, 
which appear regularly in Indian Finance^ 
fixed interest securities should be sold and 
the money reinvested in the ordinary 
shares of companies standing to benefit 
from trade expansion. 

Countries, which are now in the very 
backward stages of economic recovery, will 
be the ones likely to 3deld the greatest pro- 
fits to investors having the patience to 
nurse their holdings, for several years if 
necessary. The United States of America 
may also turn out to be a very promising 
field for investment, but there need be no 
hurry to rush into this market until the 
internal political situation is clearer. 

The rearmament boom is serving to 
stimulate business in Great Britain, for 
not only are the companies directly 
interested in the manufacture of arma- 
ments finding themselves in the position of 
making profits, but such increasing pros- 
perity is going round the circle and bring- 
ing more trade to other industries. 
According to calculations, the Govern- 
ment’s programme will take about five 
years to complete, so to this extent many 
industries can be certain of being busy 
for some years to come. 
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This present prosperity is, unfortunately, 
not based on a sound productive founda- 
tion. At any time the Government may 
decide to curtail its ambitious programme. 
But even setting aside this possibility, it 
needs little thought to realise that the 
manufacture of non-productive goods is 
not even on the remotest possibilities likely 
to have any lasting good. Sound trade is 
only built up by the steady circulation of 
goods, not by the rush-manufacture of 
large quantities of things which will never 
come into circulation. 

While this false feeling of prosperity con- 
tinues, industrial share markets will attract 
investors. Particular attention will be 
directed to the armament and iron and 
steel sections. The shipbuilding industry 
and aeroplane manufacturing companies 
will also provide popular counters for the 
speculatively-minded investing public. 


Certain of the commodity markets, such 
as copper, tea and rubber will rise to higher 
levels over the next twelve months. I 
pin my greatest faith, however, in gold 
shares, for, whatever happens, industrially 
or economically, the value of gold is more 
likely to increase than to fall. 

I have already indicated that some of 
the more depressed foreign countries are 
worth watching. Large sums of British 
capital are invested in South American 
enterprises, the stocks and shares of which 
are free markets in London. Judicious 
selections amongst these securities, mostly 
now obtainable at a large discount on their 
par value, is worth the attention of the 
far-sighted investor who is in a position 
to ignore immediate income return in 
exchange for capital appreciation. The 
bonds of South American States also come 
in this category. 
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THE LONDON CAPITAL ISSUE MARKET 


By GORDON CUMMINGS 


There is no need for me to dilate on the 
part which the city of London plays in 
the finding of new capital, it being gene- 
rally recognised throughout the world that 
the stands predominant, both from 

the point of view of the amount of money 
raised each year and the comparative ease 
with which large loans, incapable of being 
placed in other markets, can be floated 
with the minimum of trouble and on the 
best possible terms for the borrower. 

One aspect of the capital issue market is 
not, however, fully appreciated; and until 
recently, very little statistical evidence 
was available on the subject. Statistics 
have been compiled for many years cover- 
ing the total amount of capital raised in 
Great Britain month by month and year 
by year ; but insufficient attention has 
been directed to the manner in which this 
money has been utilised, and, most import- 
ant of all from an economic point of view, 
the exact amount made available for 
further business expansion. 

Realising the urgent need for such 
figures, 1 came to the conclusion some 
time ago that the preparation of compre- 
hensive statistics would serve to thxow 
light on these and other important matters. 
As a result of my investigations special 
statistics were commenced as from July 

1935, these being prepared for and pub- 
lished by The Daily Herald^ under the 
title of “The Daily Herald Monthly Digest 
of Capital Issues.” The monthly figures 
having now been running for twelve 
months, that is up to the end of June 

1936, it is possible to draw some interesting 
conclusions. 

Before summarising the figures for the 
year under review it is necessary, first of 
all to give some idea of the basis of 
compilation. 

There are three main methods by which 
money is raised in the British capital 
market, these being by public issue, 
‘‘introductions^’, and private issues to 
shareholders of established companies. 

Public issues, by which I mean all 
offers made by way of prospectus, 
take three forms : public issues, offers for 


sale at fixed prices, and offers by tender, 
the method usually adopted by Public 
Utility undertakings, at varying prices. 

The “introduction” system is one 
deserving special attention, as there has 
been a tendency of late for this type to 
increase. There is no necessity to circulate 
the usual prospectus, the Promoting House 
or stockbroking firm responsible simply 
having to meet certain requirements laid 
down by the Committee of the London or 
Provincial Stock Exchanges. Such parti- 
culars, which must be advertised in two 
newspapers, give information on the nature 
of the business, the profit record, balance- 
sheet, and material contracts. 

So far so good. But it is when we come 
to the question of marketing that inequi- 
ties may arise, the general method adopted 
by those responsible being to place blocks 
of shares at fixed prices amongst private 
investors or friends, or to purchase sub- 
stantial numbers of shares at agreed 
prices and later to sell these through the 
usual Stock Exchange channels. 

There is no fixed price at which the 
public can buy the shares “introduced”, 
this depending upon the opening quota- 
tion. The opening price is, therefore, un- 
restricted and is governed partly by the 
limits investors are prepared to pay for a 
participation in the btisiness. There are 
cases, of course, where “introductions” 
are confined to private placings of deben- 
ture stock and preference shares, but when 
we come to ordinary shares the position is 
different. 

I have known instances where the open- 
ing price of ordinary shares has been al- 
most twice that paid by private subs- 
cribers, the difference between the two 
levels representing the profits accruing to 
the Issuing House, the people with whom 
shares were privately placed, and the 
market. 

Early in 1935 the Committee of the 
London Stock Exchange notified its mem- 
bers that particular scrutiny would be 
directed to this type of issue and even 
hinted that^ if the amount of capital in- 
volved was more than a small amount, 
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the brokers to the offer would be advised 
to make it by way of public issue or offer 
for sale. Since this announcement was 
made, the volume of ‘^introductions’® has 
become greater. 

The third method of issue is self-explana- 
tory, many existing companies adopting 
the satisfactory all-round method of rais- 
ing new capital by the offer of shares or 
debenture stocks to their shareholders, 
usually at a price giving them a bonus 
when account is taken of the market price 
of existing stocks of the same category. 
For the purpose of these statistics private 
plaeings of securities in existing public 
companies and new money subscribed by 
the exercise of options have also been 
included under this heading. 

The basis of computation used in com- 
piling the figures can briefly be summaris- 
ed by stating that the issue price has been 
used in the case of public issues and offers 


r - ■ “ — 

Month 1935 Total Public issues Introductions 


for sale; the average gross realised price 
in regard to tenders, the opening market 
price for “introductions®®; the issue price 
for offers to shareholders ; the opening 
market price for private plaeings ; and the 
option price in the case of options, except- 
ing where these are exercised by Finance 
Houses and market interests, when the 
market price has been adopted. Shares 
and stock allotted to Vendors as part of 
the purchase consideration for assets taken 
over have been valued on the same bases. 

While it is impossible to give all of the 
tables for the past year, it is felt that a 
clear picture will be obtained from the 
following summaries, which bring out the 
salient features. 

The first statistical table shows the total 
amount of money represented by all issues 
for each of the past twelve months, 
together with the methods, expressed as 
percentages of the total, by which it has 
been raised. 

Percentage of Total 

■ s 

Shareholders Debentures Preference Equity 


July 

71,643,739 

80*3 

G '5 

13*2 

60*9 

9*2 

29*9 

August 

10,409,008 

31*2 

56*9 

11*9 

52*2 

38-9 

8*9 

September 

12,917,459 

22*0 

49*3 

28*7 

21*3 

16*5 

62*2 

October 

10,323,684 

16*8 

52*6 

80*6 

4*1 

80*5 

65*4 

November 

18,141,182 

52*0 

12*3 

35*7 

37*1 

11*8 

51*1 

December 

15,136,795 

60*7 

16*0 

23*3 

81*5 

19*7 

48*8 

1936 

January 

42,954,464 

69*6 

69*9 

1 J *5 

72^3 

6*9 

20*8 

February 

34,340,668 

49-8 

26*8 

28*4 

44*8 

8*2 

47*0 

Marcli 

22,938,917 

50 5 

39*8 

9*7 

21*5 

9*0 

69*5 

April 

22,003,347 

50*6 

24*1 

25*3 

13*5 

15*5 

710 

May 

28,571,578 

44*3 

20*1 

35*6 

30*4 

11*6 

58*0 

June 

82,984,114 

20*3 

51*8 

27*9 

11:6 

17*1 

71*3 

Total 

322,359,950 

53'7 

25*4 

20*9 

40*5 

12*8 

46*7 


Variations in the methods of raising the 
capital have more or less fluctuated in 
accordance with the changing moods of 
the investing public. Attention has been 
directed in earlier paragraphs to the 
“introduction®® system. Expressed in 
money values the total of £322,359,950 for 
the year was represented by £178,083,012 
from public issues, £82,017,054 from 
“introductions, and £67,309,884 from 
shareholders, etc., while the denomina- 
tional category discloses that £130,586,363 
was raised % debenture issues, £41,299,395 
by preference stocks and shares, and 
£150,474,192 by ordinary stocks and 
shares. 

Out of the above totals, it has been 
calculated, £247,990,267 was subscribed or 
directly purchased by the public, vendors 
taking the balance of £74,369,688. In 


addition, vendors were paid £45,551,239 in 
cash, thus making a total of £119,920,922, 
in exchange for which they handed over 
fixed assets valued at £70,729,499, net 
liquid assets of £18,724,800, and goodwill, 
patents, etc., valued at £85,466,623. 

The distribution or allocation of the 
publicly raised money is, as previously 
indicated, of the greatest importance. 
The Daily Herald statistics reveal that out 
of the total of £247,990,267 put up by 
private investors, no less than £152,352,- 
901, or 61.4 per cent., was money made 
available for the purchase of new assets 
and business expansion. Moreover, this 
figure might be increased; but to what 
extent, it is impossible to calculate, by the 
fact that a sum of £34,771,590, or 14 per 
cent, of the total, was used in repayment 
of short-term loans owing to bankers and 


INDIAN FINANCE YEAR-BOOK, 1936 


15 


other lenders. It is safe to assume that 
good proportion of this money would find 
its way back into the financing of other 
business expansion. 

Costs of raising this money in the form 
of preliminary expenses and promotion 
profits took £15,334,537, or an average of 
6.2 per cent, on the money subscribed by 
the public. This figure should be taken 
with due reserve as issues to shareholders 
are usually made at a negligible cost, while 
debenture and Municipal loan issues, to- 
gether with private placings of debenture 
stock, cost little more than half to one 
per cent, on the money involved. 

The balance of the publicly raised 
money, equal to 18.4 per cent., was paid 
to vendors as part of the purchase consi- 
deration. 

Our next stage is to analyse the desti- 
nation of this money into geographical 
sections. The following table shows how 
the total £322,359,950 has been distributed 
between Great Britain, British Colonies in 
Africa, Asia, Australia and America, and 
the amount of money raised for foreign 
countries. 


Gt. Britain 

Africa 

Asia 

Australia 
America -• 
Foreign countries 


£ 

262,333,841 

41,244,960 

4,554,915 

6,890,833 

4,542,890 

3,292,508 


cent, of the total for the twelve months 
ended June 30, 1936. A special Commit- 
tee has recently been set up in London to 
examine the whole question of foreign 
lending; and while the present restrictions 
may not be lightened to any material 
extent, a greater degree of flexibility may 
in future be allowed. 

Another very important matter worthy 
of detailed analysis is the amount of capital 
raised for different types of industry, 
together with the amount of new money 
available out of these offerings. Exclud- 
ing conversion offers, the twelve monthly 
total can be broadly summarised as under : 


Group 

Transport and Shipping 
Steel and Engineering 
Mining 

Sundry Manufae luring 
Motors and Aircraft 
Government and muni- 
cipal 

Public Utility 
Retail and Wholesale 
Investment Trusts . . 
Property 

Building Trades . . 
Breweries and Hotels 
Plantations and Oil .. 
Bank, Insce., Finance 
Entertainment 


For 

Total Development 
£ £ 
65.524,766 58,166.f>07 

38.307,373 8,772,554 

37,196,230 16,467,148 

30,812,680 7,236,025 

28,992,212 7,394,651 

25,575,999 11,814,683 

23,532,492 19,916,689 

14,953,843 2,773,529 

14,606,106 6,564,955 

11,478,308 2,160,555 

10,908,711 3,476,812 

5,576,940 1,714,683 

5,288,845 1,822,0.55 

5,073,130 3,029,509 

4,532,805 1,345,646 


322,359,950 3 52,352,901 


Treasury restrictions on the export of 
British capital have naturally influenced 
the raising of loans for foreign countries. 
As will be seen from the table given above, 
money for abroad was only about 1 per 


The above figures are, it should be 
noted, given in order of total borrowings. 
Variations in the amounts available for 
development purposes are not, of course, 
in the same order. 




■ CENTRAL FINANCES IN 1935-36 

III 

K 


The experiences of the Central and 
Provincial Governments in 1935-36 and 
the indications, which they contain, of the 
changes in the national economy have been 
briefly indicated in the preceding article of 
this Year-Book. It remains in this section 
to examine at length the national finances 
during the year. The Central Government 
have enjoyed a measure of prosperity, 
which they, obviously, did not hope for 
at the beginning of the year. It was 
hardly expected that in the budget state- 
ment for 1936-37, the Finance Member 
would have to confess that he had not 
been sufficiently optimistic in framing the 
estimates for 1935-36. The actual realisa- 
tion in 1934-35 of a surplus of Rs. 495 
lakhs instead of Rs. 327 lakhs originally 
anticipated and a surplus according to re- 
vised estimates of Rs. 245 lakhs for the 
year under review together with a surplus 
on the basis of present estimates of Rs. 205 
lakhs for 1933-37 enable a more cheerful 
financial outlook. 

It is useful to examine the nature of the 
deviations. Towards the end of 1934-35, it 
was anticipated that the year would end in 
a surplus of Rs. 3,27 lakhs. The actual 
figure has proved to be Rs. 168 lakhs in 
excess of revised forecasts. This is ex- 
plained largely by an increase of Rs. 150 
lakhs under customs and excise. Income 
tax has contributed Rs. 30 lakhs. Posts 
and Telegraphs Rs. 24 lakhs, currency 
and mint Rs. 19 lakhs. And it must be 
added that these are offset by a shortfall 
of Rs. 55 lakhs on salt. The shortfall is 
due to a postponement of clearances at the 
end of 1934-35. Under customs and excise 
there w^ere increases both in imported and 
indigenous kerosene, improvement in the 
yield of export duties on jute and rice, an 
improved yield in matches and unusually 
high seasonal importation of cotton 
fabrics, raw cotton and machinery. Tele- 
phone receipts showed a spurt in the last 
quarter of the year and the rise in the 
profits on small coinage followed the 
increasing demand for this medium of 
payments. Though, obviously, all the 


increases have not the same significance 
to the economic well-being of the nation, 
it may be generally conceded that the 
experiences of the central revenues con- 
firm the impression, that one has often 
gained, that economic prosperity is far 
from being on the wane. 

Sir James Grigg also submitted his pro- 
posal^ for the utilisation of this surplus : 
for, it had been decided that the surplus 
of Rs. 327 lakhs was to be devoted to 
various non-recurring objects including 
Rs. 1 crore for constituting^ a fund for the 
economic development and improvement 
of rural areas thus leaving, according to 
the estimates of the time, a free surplus of 
Rs. 13 lakhs. It was decided later to 
transfer the whole of the unallocated sur- 
plus to the rural development fund, so 
that in the light of what has now happened 
the transfers to the fund would amount 
to, not Rs. 113, but Rs. 281 lakhs. On 
account of this and similar adjustments 
there remains in the fund a balance of 
Rs. 173j lakhs. 

As for 1935-36, the revised forecast 
shows a surplus of Rs. 243 lakhs instead 
of Rs. 6 lakhs. Revenue shows an 
increase to the extent of Rs. 353 lakhs 
and this is offset to some extent by an 
increase in expenditure to the extent of 
Rs. 117 lakhs. More than half the 
increase in revenue is accounted for by 
the import duty on Sugar, as on this item 
alone the Government have realised 
Rs. 185 lakhs more than originally anti- 
cipated. The incometax is expected to 
yield Rs. 40 lakhs more than in the 
budget estimates. In customs, it may be 
noted, the Finance Member hopes to 
realise the same same kind of excesses as 
were shown by the final results of 1934-35 
over the revised forecast for that year. 
For, raw cotton, machinery, petrol, the 
export duty on Jute, excises on sugar and 
matches are all promising to yield subs- 
tantial surpluses. In sugar, the original 
estimates have turned out to be too 
pessimistic ; for in spite of the failure of 
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the cauecrop, the yield of the excise duty 
seems likely to exceed original expecta- 
tions by Rs. 21 lakhs. Factory produc- 
tion on the basis of the progress of collec- 
tions promises to amount to 600,000 tons 
from factories alone exclusive of Khand- 
sari production. The total anticipated 
excess of customs thus comes to Rs, 2S7 
lakhs making with the Rs. 40 lakhs on 
incometax Rs, 327 lakhs. On interest 
account a decline of Rs. 13 lakhs is ex- 
pected. Currency shows no serious 
change ; but the mint may leave a surplus 
of Rs. 16 lakhs due to the greater absorp- 
tion of small coin. Post and Telegraphs 
promises a betterment of Rs. 19 lakhs. 

On the expenditure side, the Quetta 
earthquake is responsible for an increase 
of Rs< 41 J lakhs. On interest account, the 
revised estimates provide for Rs, 10,63 
lakhs instead of Rs. 10,39 lakhs ; and the 
increase is due to the final result of a large 
number of forces pulling in different direc- 
tions. Currency and mint call for an 
increase in outlay by Rs. 10 lakhs, which, 
it is well to remember, is more than offset 
by the increase on the revenue side. In 
the Defence Budget, a number of varia- 
tions account for an under-spending of 
Rs. 4 lakhs below the original estimate of 
Rs. 44,98 lakhs. Perhaps, the most wel- 
come feature of the revised estimates is 
the conversion of the budgetted deficit of 
Rs. 13 lakhs on account of Posts and 
Telegraphs into a surplus of Rs, 6 lakhs. 
The increased sales of stamps and the 
growing popularity of trunk calls have 
contributed a great deal to the change, 
which is due, doubtless, in large measure, 
to the lower interest rates. The net result 
of the various changes in the original 
budget estimates is that 1935-36 is ex- 
pected to close with a surplus of Rs. 242 
lakhs. 

Turning to the budget year 1936-37, the 
total revenue is placed at Rs. 8,735 lakhs, 
an improvement of Rs. 83 lakhs over the 
revised estimate for 1935-36. Of this, as 
much as Rs. 5,482 lakhs is expected to be 
realised from customs. A deterioration of 
Rs. 160 lakhs has been allowed under the 
import duty on sugar, though an alround 
improvement of Rs. 171 lakhs under other 
heads is expected at the same time. The 
realisations on accout of the import duty 
on sugar are calculated to cause a certain 
amount of concern in the public mind re- 
garding the future of the Indian Sugar 
Industry. It is, therefore, necessary to 
note that in the budget estimates for 1936- 
3 


37 the Gox'ernment expect to derive Rs. 2 
crores from the import duty. 

The Finance :\Iember hopes to realise 
from income tax an amount of Rs. 17,60 
lakhs \vhich is Rs. 80 lakhs in excess of 
the revised estimate of the current year ; 
and currency receipts are put at Rs. 81 
lakhs, which includes an amount of Rs. 65 
lakhs as the Government’s share of the 
profits from the Reserve Bank on a full 
year’s working. 

The total figure for expenditure is placed 
at Rs. 85,30 lakhs at which it is Rs. 120 
lakhs over the revised estimate. Interest 
payments account for a reduction on 
Rs. Ij crores ; but taking into account 
account the changes in accounting pro- 
cedure regarding the the Indian Military 
Service and the Indian Civil Service 
Family Pension Funds the actual improve- 
ment under interest heads is over Rs. 2 
crores. The subventions to the new pro- 
vinces of Sind and Orissa account for 
Rs. 108 lakhs and Rs. 50 lakhs respectively. 
An increase of Rs. 64 lakhs is provided for 
under civil administration ; and of this 
amount Rs. 18 lakhs is to be devoted to 
two public health schemes in Delhi, Rs. 4 
lakhs to the Delhi Broadcasting Station 
and Rs. 5 lakhs to civil aviation. Pro- 
vision is also made for the restoration of 
the cut in the pay for the full 12 months 
of the year instead of eleven in the figures 
for 1935-36. The Army budget stands at 
Rs. 45,45 lakhs but taking into account .the 
changes in regard to certain funds, the 
comparable figures for the two years 
according to Sir James are Rs. 44,64 and 
Rs. 44,85 lakhs. Of the real increase of 
Rs. 21 lakhs, Rs. 20 lakhs represent an 
increased provision for Ordnance Stores. 
The sum of Rs. 40 lakhs is provided for 
extraordinary payments on account of the 
reconstruction of the most urgently 
required civil buildings in Quetta. It 
may be noted in passing that the cost to 
Government of the Quetta disaster up to 
the stage of beginning reconstruction came 
to almost exactly a crore. The Posts and 
Telegraphs are estimated to* leave a net 
surplus of Rs.' 15 lakhs. The net result is 
that with a revenue of Rs. 87,35 lakhs 
and an expenditure of Rs. 85,30 lakhs, 
1936-37 is expected to end in a surplus of 
Rs 205 lakhs. 

The utilisation of this surplus is as 
below : — 

Prcm the surplus for the year 1984-85 md 
from the balance of Rs. 1374 laJchs available 
Rs. SO lakhs have been allotted for agnoultur^ 
research, especially for sugar-cane research aafl 
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investigations in connection with the dairying 
side of animal husbandry ; Rs. 10 lakhs grant for 
the Indian Research Fund Association fcr work 
on prevention and cure of Malaria. Rs. 5 lakhs 
for assistance to cottage and small-scale wool- 
len industries; Rs. 20 lakhs to broadcasting fcr 
capital expenditure. The remaining Rs. 108^ 
lakhs Will be spent on other schemes of rural 
development tlirough the agency of provincial 
governments but reports on the schemes which 
are already in progress will first be examined 
to see if any alterations in the last year’s con- 
ditions are necessary. 

Froml the surplus of Rs. 242 lakhs for 1988‘-36, 
it is proposed to allot Rs. 45 lakhs to the fund 
fcr providing initial budiling equipments of the 
Capitals of the new provinces of Sind and 


Orissa, giving V7i lakhs to Sind and Rs. 21 i 
lakhs to Orissa. The remaining Rs. 197 lakhs 
is to be credited to the revenue reserve fund 
for assisting the Central Budget in the first 
year of Provincial Autonomy when separation 
of Burma will cost Rs. 21 crores and Provincial 
autonomy may cost something like Rs. 23 crores. 

From the surplus of_Rs. 206 lakhs for 1986-87 
it is proj^sed to utilise first the abolition of 
taxes on incomes between Rs. 1,000 and 2,00Q 
and reduction of the present surcharge on in- 
come-tax and super-tax from one sixth to one 
twelfth costing Rs. 185 lakhs and seccndly, to 
allow increase in the weight of the one-anna 
letter from half to one tola and adoption of 
the scale of additional half anna for every 
additional tola costing Rs. 13 lakhs. 


{Continued from page 8) 


ed. It is difficult to forsee the pace and 
extent of these repatriations, which depend 
upon a number of political, economic, 
financial and psychological considerations. 
Conceivably, repatriations will assume 
such dimensions as to force British author- 
ities to allow sterling to depreciate. This 
is all the more probable as a large propor- 
tion of the gold acquired by the Exchange 
Equalisation Account is no longer avaU- 
able for the defence of sterling if and when 
the tide should turn. Owing to the expan- 
sion of the Note Issue a large part of the 
gold had to be added to the Bank of 
England’s resources. The chances are, 
therefore, that in case of a strong adverse 
pressure the extent of the resistance to be 
put up by the Exchange Equalisation 
Account wfll be limited. It is safe to take 
it for granted that, should sterling be 
allowed to depreciate, most of the curren- 
cies of the Sterling Bloc would follow it. 
It is also highly probable that should its 
depreciation exceed certain proportions, 
the United States would decide to devalue 
the dollar once more. Quite conceivably, 
this might lead to further devaluations, 
though this would not necessarily he the 
case. 

Should France suspend the Gold Stand- 


ard and allow the. franc to fluctuate, the 
immediate effect would be an intensifica- 
tion of the flight of capital. There would 
be a brief period of currency chaos similar 
to the periods that followed the suspension 
of the Gold Standard in Great Britain and 
in the United States. How the various 
currencies would be affected in such 
circumstances depends to a large degree 
upon the policy and tactics pursued by 
their respective authorities. On the 
whole, it is safe to conclude that in that 
case sterling and most other currencies 
would depreciate further in terms of gold* 

The same conclusion holds good also if 
France and other countries should decide 
to join the Sterling Bloc. In that case, 
they would be at liberty to choose their 
own exchange rate in relation to sterling, 
and it is possible that the rates chosen 
would be unfavourable to British trade. 
In such circumstances, the only possible 
way of defending the interest of trade 
wotdd be to allow sterling to depreciate 
further in terms of gold. Amidst the 
world-wide rise in commodity prices that 
wo^d follow, it might be possible to 
maintain prices in Great Britain at a 
reasonable degree of equilibrium with 
world prices. 





i PROVINCIAL FINANCES IN 1935-36 i 



It is, in the nature of things, impossible 
to generalise about the state of the finances 
of the provinces. For the provinces, as is 
well-known, approximate in size and in the 
variety of their resources to the various 
nations of modern Europe ; and economic 
changes do not affect aU the provinces in 
the same way and to the same extent. But, 
generally speaking, the period of stress and 
strain is ended. It is true that in the budgets 
outlined in February-March last, deficits 
figure to a distressing degree. But they are 
of a nature, which cadis for a readjustment of 
the finances, and have not much in common 
with the deficits of the depression period. 
Finance Members at that time were entitled 
to believe that the short fall in revenue was 
an essentially temporary phenomenon and 
that there was no obligation on their part 
to do more than effect certain increatses in 
taxation and cuts in expenditure and that 
the deficits which remained should be 
endured. Such a claim in March 1936 
would be a grave reflection on the inteffi- 
gence and, integrity of, the Finance Member 
concerned. ' For tie norm of the post-de- 
pression period is well-nigh reached ; and 
the adjustments that are necessary to b^ance 
the budget or produce the revenue for ex- 
penditure urgently needed cannot reasonably 
be postponed in a spirit of wait-and-see. It 
need hardly be said that the continuance of 
deficits after the recovery has been with us 
for three years would indicate an inexcus- 
able fatalism. It would have been well if 
the Provincial governments had regarded 
their tasks in this light. While they have 
no illusions about a natural expansion of 
their customary sources of revenue, they 
have not, all of them, grappled with the 
problem of the deficit. They have found a 
comfortable way out by stressing the urgency 
of revising the financial relations between 
the Centre and the Provinces. In the last 
few months of 1935-36, Sir Otto Niemeyer 
was en^ged in ta^ of making recom- 
mendations to His Majesty's Government 
regarding the date of inauguration of pro- 
vincial autonomy, the allocation of percent- 
age of income tax to the provinces, subven- 


tions to new provinces and reliefs to the 
deficit provinces. The provincial budgets 
were formed with the full knowledge that 
Sir Otto was tar from likely to turn down 
the demands of the deficit provinces. In 
fact, the recommendations of Sir Otto were 
published soon after the budgets were re- 
leased. The finances of the provinces, there- 
fore, cannot be understood merely by a 
perusal of the budget statement for 1936-37- 
And to gauge the financial outlook it is 
necessary to understand what each province 
has been awarded or deprived of by Sir Otto 
Niemeyer. Without going into the merits 
of the Niemeyer Award, it is unfortunate 
that it has in effect set a premium on 
extravagance and penalised prudence. The 
only advantage is that the number of defi- 
cit provinces will be very considerably re- 
duced. 

In a circumscribed view, which precludes 
a consideration of the margin of taxable 
capacity, potentialities of revenue expan- 
sion and pace of popular progress, Madras 
leads among the provinces of India by reason 
of its adherence to sound principles of 
finance and the avoidance, to the utmost 
extent possible, of revenue deficits. The 
budget for 1936-37, which was presented 
by Mr. C. T. H. Bracken, was formulated 
in the best traditions of the Finance Depart- 
ment of the province. Madras has good 
reasons to feel satisfied that die has come 
through the worst of the depression with no 
serious injury to the soundness of her 
finance. Of the three years usually dealt 
with in a budget statement, 1934-35 has left 
a surplus of ii lakhs, wMe the current 
year is expected to dose with a revenue 
deficit of Rs. 32 lakhs on the basis that 
Orissa is part of Madras and a deficit of 
Rs. 10 lakhs on the basis of the separation. 
For the year 1936-37 Mr. Bracken has pro- 
duced a budget nicely balanced at Rs. 10.40 
crores. Ori^ally 1934-35 was expected to 
leave a deficit of Rs. 19 lakhs ; but actually 
it turned into a surplus of rz lakhs, 
owing to the fact that revenue fared some 
what better than expected and, at the same 
time, the spending departmenis had proved 
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to have been very optimistic in their pro- 
gramme of expenditure. 

As for 1935-36, one of the notable develop- 
ments is the reduction in the Famine Relief 
Fund by Rs. 44 lakhs owing to the expendi- 
ture on the famine in Bellary and Ananta- 
pur. It is a matter for gratification that, 
in spite of the vagaries of the weather being 
widespread over all parts of the Presidency, 
there was nothing like a general famine. In 
the revised estimates land revenue is expec- 
ted to fall by Rs. 13 lakhs, excise by Rs. 16 
lakhs and stamps by Rs. 30 lakhs. Mr. 
Bracken has aptly pointed out that, though 
commodity prices have been on the increase, 
the Agricultural population has been so hard 
hit in the previous years of the depression, 
that some time is needed for recuperation 
and, therefore, the land revenue concessions 
should be continued for the current fasli. 
As against the decline referred to above, the 
Hydro-Electric Works are responsible for an 
increase in revenue over the original ex- 
penditure. The progress of expenditure 
during the year has been normal though, an 
additional sum of Rs. 4 lakhs has been pro- 
vided for elementary education. The net 
result is a deficit of about Rs. 3a lakhs. As 
pointed out already, according to the esti- 
mates prepared on the basis of Madras with 
Orissa separated from it, the deficit for 
Madras for the current year should be put 
at only Rs. 10 lakhs. 

As regards the year 1936-37, the separa- 
tion of a deficit area like Ganjam and 
Vizagapatam means a financial gain to the 
extent of Rs. 20 lakhs to the parent pro- 
vince, and this has enabled an outlay on 
Part II schemes which would otherwise have 
been very small and totally inadequate. In 
framing the estimates for the budget year, 
Mr. Bracken has characterised his general 
attitude as one of "hesitant hope." The 
hopefulness is due to the general improve- 
ment of commodity prices which began in 
1934 and has contmued in 1935. The reve- 
nue estimates hardly call for any comment 
as they have been calculated on the baris of 
a normal monsoon with an increase in the 
Cauvery Mettur Project. Owing to the 
measures that have been taken for agricul- 
tural indebtedness and debt conciliation, the 
Government have framed their estimates on 
the assumption that there will be a decrease 
in litigation and a consequent loss of revenue 
pn that account. Likewise, on the expendi- 
ture side the standing commitments call for 
no ^cial comment ; and Madras like other 
peovincte has provided for the expenditure 
conneotsd with the next elections. What is 
important to note is that after providing for 


standing commitments, the sum that is avail- 
able for Part II expenditure is Rs. 35 lakhs. 

Turning to capital and debt payments, the 
productive expenditure in the next financial 
year, it is necessary to note, will be financed 
entirely from loans. The hydro-electric 
schemes are sought to be speeded up, as may 
be seen from the fact that in 1934*35 
expenditure was only Rs. 23 lakhs and in 
1935-36 Rs. 53 lakhs, while for 1936-37 the 
Government are budgetting an expenditure 
of over Rs. i crore. Provision has also 
been made for Rs. 20 lakhs for the relief of 
rural indebtedness, and the Government 
have promised that, in the event of tins 
amount being found inadequate, more 
money will be provided. 

BOMBAY. 

The Bombay Budget for 1936-37 is 
framed to leave a small balance on the right 
side of Rs. 41,000. Bombay’s finances 
have gone through serious vicissitudes not 
only on account of the depression but also 
on account of other causes which are not 
common to the rest of India. The deficits 
of 1935-36 and the year previous have been 
avoided in 1936-37 thanks mainly to the 
relief to the "extent of Rs. 92 lakhs which 
Bombay has gained owing to the separation 
of Sind and its constitution into a new 
province. 

The Budget estimates for 1936-37 are as 
below. 

Revenue ... Rs. 12,03,58,000 
Expenditure ... ,, 12,03,17,000 


Surplus ... Rs. 41,000 


A scrutiny of the various items of the 
Budget will show that real expansion will 
come in only with the receipt of Bombay’s 
share of the income-tax as fixed by Sir Otto 
Niemeyer, 

BENGAL. 

The Bengal Budget affords an arresting 
illustration of our remarks at the beginning of 
this section on the attitude of provincial 
finance members to the publication, then 
imminent of the Niemeyer report. The 
allotment of half the jute export duty, on 
which a further increase of 12J per cent, has 
now bwn recommended by Sir Otto had 
already wrought a great diange on Bengal’s 
finances. Thanks to it, it may be said that 
in comparison with the unrelieved gloom of 
years, the three years which formed the 
period of review in the last budget state- 
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ment present a highly heartening picture. 
For one thing, 1934-35 did not end with 
the deficit of Rs. 209 lakhs and an addition 
of Rs. 194 lakhs to be overdrawn with the 
Government of India which were appre- 
hended at the time the budget estimates for 
the year were framed. This turn in 
Bengal's financial fortunes is due to an 
increase in revenue receipts to the extent of 
Rs. 183J lakhs, of which by far the larger 
part of 158J lakhs was due to the assign- 
ment to Bengal of half the Jute Export 
duty. There was also at the same time 
a decrease in expenditure over estimates 
amounting to Rs. 20J lakhs. The result 
was a revenue deficit of only Rs. 5J lakhs 
instead of Rs. 2,09 lakhs which the province 
had every reason to fear at the start. 

As for 1935-36, revenue receipts were 
placed in the budget estimates at Rs. ii.oaj 
crores. The revised estimates show an 
improvement of Rs. 40^ lakhs, of which 
Rs. 15 lakhs is due to an increase in the 
receipts on account of the Jute Export duty, 
Rs. iij lakhs in land revenue, about Rs. 3^ 
lakhs from the scheduled taxes passed 
during the course of the year. The capital 
account also shows an increase of Rs. 10 
lakhs in ''Advances from the Provincial 
Loans Fund" and Rs. 16 lakhs in the shape 
of a grant from the Central Government for 
the economic development and improvement 
of rural areas. TaMng revenue and capital 
receipts together, the revised estimates 
provide for a total revenue of Rs. 12 crores 
28 ^ lakhs. The total expenditure will be 
Rs. 12 crores 33! lakhs. The excess of 
expenditure over revenue in the Revenue 
account is Rs. 15J lakhs ; and utilising the 
surplus of Rs. loj lakhs on capital account, 
1935-36 is expected to end in a deficit of 
Rs. 5 lakhs which will be met out of the 
opening balance. 

The revenue deficit of Rs. 5J lakhs in 
1934-35 Sind of Rs. 15J lakhs in 1935-36 
might encourage the hope that Bengal has 
left behind the period of big-sized deficits ; 
but such hopes have been belied by Sir 
John whpse estimates for 1936-37 provide 
for a deficit of nearly Rs. 52 laldis. The 
receipts on revenue account according to the 
budget estimates for 1936-37 follow closely 
the revised estimates for last year ; and the 
only two heads which ediibit marked 
departure from the revenues are "civil 
works" and "miscellaneous." The former 
account for an increase of Rs. 8J lakhs on 
capital account. There is a provision for 
a loan of Rs. 18 lakhs for the commuted 
value of pensions. Exclusive of the advance 
to be taken to cover the year's deficit, the 


estimate of the total receipts on revenue and 
capital account stands at Rs. 12 crores 
48.25 lakhs. 

On the expenditure side the estimates 
provide for an expenditure on revenue 
account of Rs. ii crores 90.75 lakhs. The 
increase of Rs. 32^ lakhs over the revised 
estimate of the current year is explained by 
a number of items of new expenditure which 
altogether account for Rs. 34.71 lakhs. 
On capital account there is a provision of 
Rs. 8.12 lakhs on account of the Damodar 
Canal system, which, according to the 
revised estimate for repairing and recondi- 
tioning the weir, would cost Rs. 12.98 lakhs. 
Another notable item on this side of the 
budget is Rs. 10 lakhs for Loans to Agricul- 
turists and Rs. 8^- lakhs for loans to local 
authorities. Thus taking the Revenue and 
Capital account together, but exclusive of 
the advance to be taken to cover the deficit, 
the estimate of receipts stands at Rs. 12 
crores 48.25 lakhs and that of expenditure 
at Rs. 13 crores, thus leaving a deficit of 
Rs. 51.75 lakhs. Of this deficit Rs. 12^ 
lakhs will be met out of the opening balance 
and Rs. 39 lakhs will be covered by an 
overdraft from the Government of India, 

To appreciate the change in Bengal's 
financial position, it is necessary to see this 
year's budget in the setting of a retrospect, 
1929-30 was the last year in which there 
was a fair revenue surplus amounting to 
Rs. lakhs ; and the year closed with a 
free balance exclusive of the balance in the 
Famine Insurance Fund of Rs. 182 lakhs. 
In the year following, the revenue receipts 
fell by Rs. 170 lakhs. The year 1931-32 
witnessed a further contraction in revenue 
to the extent of Rs. 65 lakhs ; and in spite 
of a fall in expenditure of Rs. 40 lakhs as 
compared with 1930-31, the revenue deficit 
amounted to nearly Rs. 2 crores. During 
1932-33 and 1933-34, the province should 
have worst fared for worse than it did but 
for a fall in the fonner year under "Stamps" 
in the shape of probate duties. But apart 
from this, revenue showed further decline. 
If the abnormal factors are left out of 
account the revenue receipts in 1933-34 were 
nearly Rs. 2 crores below the level of 

1929- 30. On the other side of the account, 
the expenditure during these years was 
considerably lower than in 1929-30. It 
reached its lowest point in 1932-33 when 
it was Rs. 73 lakhs below the figure of 

1930- 31 ; and in the following year the 
increases were of a purely necessaty and 
unavoidable .kind. Ihe net result is that, 
while at the beginning of the period the 
province possessed a free balance of 
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Rs. 182 crores, at the end the free balance 
had entirely disappeared and, in addition 
to a liability of Rs. 38I lakhs to the Road 
fond and Motor Vehicles Taxes Fund, the 
deficit debt amounted to Rs. 4^ crores. 

PUNJAB 

The Punjab is another of the numerous 
provinces which have to fece a deficit 
budget for 1936-37. Even the revised 
estimates for 1935-36 have shown, a 
revenue deficit of Rs. 6 ^ lakhs, instead of 
a surplus of Rs. 56,000 budgeted for. 
Land revenue stamps and civil works "let 
us down" to the extent of Rs. 30 lakhs, 
but Forests, Agriculture, Irrigation, Land 
and Hydro-electric schemes made up in part, 
leaving the total revenue income, for 
1935-36 at Rs. 15.2 lakhs worse than the 
Budget estimate. 

The estimates for 1936-37 show a deficit 
of Rs. 16,38,000, revenue receipts being 
Rs. 10,44,20,000 and revenue expenditure 
Rs. 10,60,58,000, which are respectively ao 
and 16 lakhs more than the corresponding 
revised estimates for 1935-36. If the extra- 
ordinaiy receipts of Rs. 36,17,000, which 
represent the sale proceeds of Crown lands 
and the capital e:q)enditure met from these 
recdpts of Rs. 17,27,000 is taken into 
account, tiie Budget estimates riiow a 
surplus of two and a half lakhs. 

Referring to expenditure estimates, whidi 
were Rs. x8| k^s above the decennial 


average. Sir Donald Boyd said that, apart 
foom general factors, the particular factors 
which had swollen the expenditure, were the 
holding of the elections to the future Legis- 
lature, which cost Rs. 5J lakhs, of which 
Rs. 4,81,000 would be spent in 1936-37, and 
the communal situation. 

Sir Donald Boyd admitted that the 
increase in expenditure was disturbing. 
While assuring, that no means o£ economy 
would be overlooked, he proposed to have 
the increases fully analysed at leisure. 
Referring to the future financial prospects, 
the Finance Member stated that the adverse 
factors included the loss when Provincial 
Autonomy conunenced of the fixed assign- 
ment of Rs. 697 lakhs granted to the I^o- 
yince by the Government of India in respect 
of excise on liquors distilled in the Punjab 
and consumed in N. W. F. and Delhi 
Provinces, the threatened stoppage of 
export of charas from Yarkand under 
orders of that Government, by which the 
Punjab stood to lose Rs. 11 lakhs per 
annum and the anticipated recurring increase 
in expenditure of Rs. 4 lakhs owing to the 
new system of Government. On the 
brighter ade were the share they were likdy 
to receive from the surplus income-tax from 
the Federal Government and the growing' 
returns from the Hydro-Electric Project and 
increase of revenue from the Haveli 
Irrigation scheme. 



* A BIRD’S EYE VIEW OF PROVINCIAL * 


ECONOMY 


I 



In the following articles, an attempt is importance at a time like the present, stnce, 

made to give a bird's eye view of the with ike inauguration of provincial economy, 

economic l^e of each province in India, Our each Provincial Government will he ceiled 

aim is to encourage the habit of taking a upon to apply itself to economic reconstruct^ 

comprehensive view of the economy of each tion, and the people of each province wiU 

province. Such a habit is not merely desir- have to be prepared to help it intelligently 

able for its own sake ; it is of great national with their judgment and opinion, 

BENGAL 


Bengal is the most highly populated 
province in India. The population in 1931 
was 50.1 million, which is very nearly one- 
sixth of that of India as a whole. Amongst 
the major provinces of India, it is the most 
densely populated also. While the popula- 
tion for 100 acres of sown area for British 
India is only 119, in Bengal it comes to as 
much as 213. The growth of population by 
38 per cent, in the Province during the last 
fifty years, however, is the same as that for 
the rest of India during the same period. 

Production of raw materials forms the 
principal occupation of the people of India. 
The following figures would be of help in 
making a comparative study of the occupa- 
tion of the people in Bengal with that of 
India. 

DISTRIBUTION OF WORKERS IN 1981 

(Earners and dependents of both sexes) 

In Bengal In India 

% % 


1. Exploitation of animals 



and vegetation ^ 

68.34 

67.11 

2. 

Exploitation of minerals 

0.29 

0.28 

3. 

Industry 

8.80 

9.97 

4. 

Transport ... 

1.93 

1-58 

5. 

Trade 

6.43 

5.15 

6 . 

Public Force 

0.4X 

0.55 

7. 

Public Administration 

0.35 

0.64 

8. 

Kofessions and Liberal 
^jrts ... 

1.95 

E50 

9. 

Persons living on their 
income 

0.1T 

0.14 

10, 

Domestic Services ^ ... 

5.5S 

7.08 

11. 

InsuMciently described 
occupation 

4.82 

5.05 

12. 

Unpr<^uctive 

1.43 

1.05 


The percentage' qf peope Hying' by the 
productica? of- raw matensaJs is higher ni 


Bengal than the all-India figure. Trans^- 
port, trade, professions and liberal arts and 
persons living on their income, all claim a 
higher percentage in Bengal than of India 
as a whole. The percentages in Bengal are 
less than those of India, in industry, public 
force, public administration and domestic 
service. 

Agriculture is the main avocation of the 
people in Bengal as elsewhere in India. 
Although the sown area is only 28.7 million 
acres which is roughly about one-ninth of 
the net sown area in British India, the land 
being exceptionally fertile, the agricultural 
industry of Bengal is second to tiiat of no 
other province in India. Of the 28.7 
million acres, rice is cultivated in as much 
as 22.Z million acres, qther food grains and 
pulse are grown on i.i million acres, jute is 
grown on x.6 million acres, oil seeds on 
I.I million acres and the various other 
crops such as cotton, tea, spices, tobacco, 
fodder etc., on the remaining 2.8 million 
acres. The acreage under rice cultivation 
in Bengal is not only the largest in India 
but also in the whole world. Even Italy, 
which comes after India, in regard to acreage 
under rice cultivation in India itself, 
amcitnp.ts to 27 per cent. Bengal contrL 
butrf in 1933-34, 8,646,000 tons of rice out 
of the total Indian production of 30,353,100 
tons. The huge production of rice in 
Bengal is rendered possible by the ph3rsicai 
conStion of the province such as the 
abundant supply of water whether by means 
of annual floods or good rainfall, and also 
by the direct dependence of the populaticm 
On it for -tiieir very fqod^ 
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After rice, jute which is the monopoly of 
India, is the most important crop of Bengal. 
Unlike rice, which is produced all over 
Bengal, jute production is mainly con- 
centrated in six districts — ^Mymensingh, 
Tippera, Dacca, Rangpur, Faridpur and 
Patna. The total area under jute in 
1931-32 in India was 1,845,216 acres. Of 
this Bengal itself contributed 1,596,700 
acres. The rest was divided between Assam 
and Bihar and Orissa. Indian production 
of jute in 1931, 1932, and 1933 was 5.6 
million, 7.1 million and 7.93 million bales, 
respectively. The world depression has hit 
the Bengal agriculturist hard. The price of 
jute has fallen by nearly 60 per cent, and 
rice by 50 per cent, of the pre-depression 
prices. On the whole, it would be no exag- 
geration to state that the income of the 
agriculturist has fallen to between 40 and 
50 per cent, of what it was in 1929-30. 

The fall in the agricultural prices has 
told heavily on the agriculturists who form 
the major portion of the population. The 
agricultural indebtedness of Bengal was 
estimated at Rs. 100 crores by the Central 
Banking Enquiry Committee. On account 
of the ruinous fall in the price of agricultural 
produce, the indebtedness must at least be 
double now. Tenants and Zemindars have 
been put to great difficulty in ever 
adequately meeting their rental charges to 
the Government. The co-operative move- 
ment has been doing something in its usual 
way to help the agriculturists but as would 
seem from the foregoing brief account, by 
itself it cannot do an3d:hing appreciable to 
lighten the burden of indebtedness. In 
February 1934, the Bengal Board of 
Economic Enquiry was constituted with a 
view to study the economic problems of 
the province with special reference to the 
rural problem and advise the Government 
of the measures that should be adopted. 
The first year of its existence has been spent 
in making a study of the rural conditions of 
the province. The Board has also drafted 
a bill to conciliate and adjust ihe debts 
of the rural area by arbitration tribunals. 
Unless the Board studies the rural problem 
of 'the provinces intensively and is in con- 
tinuous existence for a number of years it 
cannot do anything substantial. 

The* Co-operative movement in this 
province, as elsewhere in India, has so long 
fcten an agiiculturaj credit movement. 
Stoee the a^culturist in the country is 
. notorious for bring born in debt, 
m debt and: dymg in debt, no 
wonder attention has bew Bacu^sed m the 


credit aspect of the movement to the detri- 
ment of the other aspects of co-operation. 
Though the six years of world depression 
has affected the agricultural credit societies 
in this Province as in other provinces, the 
co-operative movement has not unduly 
suffered. Amongst the major provinces in 
India, Bengal has the largest number of 
co-operative societies, after Punjab. While 
the number of societies per 100,000 inhabi- 
tants in 1932-33 was 32.9 for all-India, in 
Punjab and Bengal it amounted to 89.3 and 
47.2. The total working capital of the co- 
operative societies in Bengal in 1932-33 was 
Rs. 17 crores and 10 lakhs. In regard to 
this, however, Bengal occupies the third 
place in India, after Punjab and Madras. 

The co-operative credit societies in Bengal, 
as in other parts of India, cater only to the 
short-term credit needs of the agriculturists. 
The supply of long-term credit is beyond 
the means of these societies as their funds 
are mainly obtained from fixed deposits of 
one or two years and current deposits. For 
effecting improvements in land, purchase of 
lands, cattle etc., these societies are of very 
little help to the agriculturists. For such 
purposes land mortgage banks capable of 
supplying credit for periods ranging from 
5 to 15 or even 20 years are necessary. 
The co-operative land mortgage banks were 
first started in India only as recently as 
1920. While the land mortgage banking 
has made some appreciable headway in 
Madras, its progress in other provinces, 
especially in Bengal, is negligible. In 1934, 
however, five land mortgage banks have 
been organised with a working capital of 
Rs. 2^ lakhs. 

The non-credit co-operative movement in 
India has been showing some signs of 
animation only during the last few years. 
Those which are absolutely peculiar to the 
Province may be briefly noticed here. The 
anti-Malarial and Public Health societies 
are the most important of the non-credit 
co-operative societies of Bengal. When it 
is remembered that Malaria is one of the 
severest curses of Bengal, that out of 86,618 
villages in Bengal at least 60,000 are afflicted 
with the scourge and that it is responsible 
for the death of 31- lakhs of people annually, 
the imperative need and importance of 
these societies would become immediately 
apppent. Two of these societies were 
originally started in 1917 and in 1932-33 
they numbered 927 and had a membership 
of 18,720. Though these societies have as 
yet not processed in any magnificierit 
manner, as pointed out by Dr. C; A. Biirtly 
before the Agricultural Gommisrion, they. 
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however, appear to have succeeded "‘in 
awakening Bengal villages to the neces- 
sity and possibility of improving the health 
of their villages hy their own efforts.'* The 
rural societies are all federated into the 
Central T^o-operative Malarial Society situat- 
ed at Calcutta. These societies certainly 
deserve to be encouraged and to be increased 
in larger numbers. 

When dealing with the development of 
co-operative movement in India, the Indian 
Year Book of 1934 started about the milk 
societies that “one of the notable contribu- 
tions of Bengal to the co-operative move- 
ment is the immense organisation built up 
on the co-operative sale and supply of 
milk." The unit of organisation is the 
rural society covering a village and having as 
its members only bona-fide milk producers. 
The Central organisation with which the 
rural milk societies in the Presidency Divi- 
sion are federated is the Calcutta Milk 
Societies’ Union. This Union handled last 
year 115 maunds of milk a day on an 
average and sold Rs. 4J lakhs worth of 
milk. 

Bengal is backward in regard to indus- 
trialisation in India only in comparison with 
Bombay. This inferiority is undoubtedly 
due to the greater attachment that the people 
of the Province have for investments in 
land. Of late, Bengal has been showing 
signs of being industrialised at a faster rate 
than before. Amongst the industries of the 
Province, the jute industry naturally occu- 
pies the pre-eminent position. The history 
of the industry up to the year 1925-26 has 
been practically one of continuous progress 
in respect of number of mills, looms and 
output. The number of mills has increased 
from 60 in 1900 to 92 in 1933-34. The 
looms have risen in the same period from 

15,000 to 60,000. The Indian Jute mills 
consume nearly half the jute goods in India. 
The demand for jute and its manufactures 
both in India and abroad has fallen very 
considerably during the last four years 
owing to the depression in world trade. In 
order to keep the equilibrium between the 
restricted demand for jute all over the world 
and its huge supply, the Bengal Govern- 
ment have started an intensive propaganda 
for the voluntary restriction of jute crop. 
As the jute industry of India, which is 
practically synonimous with the jute industry 
of Bengal, is dealt elsewhere in detail, it is 
unnecessary to dwell on it at greater length 
here. 

The cotton mill industry of Bengal which 
comes next in order of importance is of more 
recent growth. There are now 22 cotton 

4 


mills in existence having about 5,000 looms 
in all. 

The quantity of piecegoods produced in 
the Province now is nearly ten times what 
it was twenty years back. Though the 
achievernent is by no means negligible, there 
is plenty of room for further development. 
On the basis of 14.17 yards per capita con- 
sumption in India, Bengal’s demand for 
piecegoods amount to 730 million yds. The 
mills in Bengal are able to supply only about 
one-seventh of this demand, the rest being 
met from the supply of other provinces and 
foreign countries. The scope for develop- 
ment in the Province is, therefore, about six- 
fold. 

The other major industries of the Pro- 
vince are coal mining, tea, sugar, paper and 
iron and steel industry. The coal mines of 
Bengal contribute one-fourth of the total 
Indian coal production. In 1931, Bengal’s 
output was 5.8 million tons out of 20.7 
millions in India. Raneegunge is the most 
important coalfield of Bengal. The welfare 
of this industry is of great importance to 
this Province. The tea industry of Bengal 
has absorbed a large amount of capital 
and is concentrated in Jalpaiguri and Chitta- 
gong, This industry engages on an average 

200.000 people. As regards the sugar indus- 
try though it has made ‘rapid progress else- 
where in India under the aegis of protection, 
in Bengal its development has been very 
poor. This is really a matter for surprise 
when the soil and climate which are very 
favourable for the cultivation of sugarcane 
are taken into account. The estimated pro- 
duction in Bengal in 1934-35 is 11,000 tons, 
whereas the demand is approximately 130,000 
tons. When the various natural advantages 
which Bengal enjoys in regard to this indus- 
try by way of favourable soil, cheap labour 
price, advantage in railway freight as com- 
pared with sugar from other provinces are 
considered, it is apparent that the industry 
has a great future when it begins to be deve- 
loped in right earnest. In regard to the 
paper industry, Bengal stands supreme in 
India, There are three well-equipped and 
large paper mills in the Province. The 
paper production of Bengal in 1931 was 

35.000 tons out of the total Indian produc- 
tion of 40,000 tons. A big factory for the 
manufacture of steel castings, scrap, etc., is 
being constructed at Belur a few miles from 
Calcutta. The factory will commence to 
work within a few months from now. 

Apart from these large-scale industries, 
there are the medium size industries and the 
small-scale industries providing employment 
for many in the Province as well as occupy- 
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ing an important position in the economic 
structure of the Province. Some of the 
medium-sized industries are chemicals, 
toilettes and soaps, electric fans, electric 
bulbs, paint, varnish, glass, match, shoe- 
making, hosiery, flour mills, oil mills, rice 
mills etc. All these have shown consider- 
able expansion during the last few years. 
The small-scale or cottage industries are 
those which have been carried on from 
time immemorial in the villages. They 
fonn a vital part in the economic structure 
in that they provide alternate sources ol 
employment to millions of under-employed 
agriculturists. 

Handloom weaving is the most important 
cottage industry and is widely spread 
throughout the Province. It is true that the 
world famous muslin weavers of Dacca are 
all dead and gone and the very cotton with 
which they wove their fine webs are grown 
no more and is probably even extinct. And 
yet, even to-day their descendents are carry- 
ing on against great odds, if not the weaving 
of muslins, at least the manufacture of some 
fine hand-woven cloth. Though no statistics 
are available as to the total output and the 
price realised of these handloom products, 
both must be very appreciable. It is a 
matter for congratulation that the Govern- 
ment of India should have realised the 
importance of the handloom industry for 
India and undertaken to provide five lakhs 
of rupees for that purpose annually. Bengal 
is given a grant of Rs. 35,000 for the current 
year and Rs. 80,000 from the next year. 
The brass and bell metal industry of Bengal 
is the next most important cottage industry 
of the Province and the value of the products 
annually produced amounts to several lakhs 
of rupees. Amongst the other cottage indus- 
tries, -the more important ones are cutlery, 
pottery, fishing, silk weaving and rearing, 
mat and coir making, ceramics, toy making, 
button making etc. The cottage industries 
of Bengal have recently been given a j^ip 
by the keen interest shown by the Depart- 
ment of Industries in Bengal which has 
undertaken the resuscitation of several indus- 
tries and have been also training many 
bhadfolok young men into such industries. 
The rural industry all over India are also 
likely to see better days, because two forces, 
the Government as well as that of the Indian 
National Congress, are now definitely getting 
to be ranged on its side. The Congress has 
started the All-India Village Industries Asso- 
ciation under the guidance of that dynamic 
pe^^tolity, Mahatma Gandhi, in order to 
preserve and foster the cottage industries 
The Goyemment of India have also set apart 


one crore of rupees for distribution to the 
various provinces for the development of 
their village industries. 

The joint stock enterprise has made more 
headway in the Province than elsewhere in 
India. In regard to the total number of 
joint stock companies, Bengal is responsible 
for nearly half of that existing in India. 
Although the total amount of paid-up 
capital invested in these companies in Bengal 
is slightly larger than that of Bombay, the 
Companies in the latter province have a far 
more substantial basis. In 1930-31, out ot 
7,328 joint stock companies in India, Bengal 
had 3,652 and Bombay 959. In the same 
}7ear out of the total paid-up capital of 
Rs. 283 crores in India, Bengal contributed 
Rs. 1 12 crores and Bombay Rs. 98 crores. 
The average capital of a company in that 
year was Rs. 10,19,000 for Bombay while 
for Bengal it was only Rs. 3,06,000. The 
number of joint stock companies in Bengal 
in 1933-34 was 4,680 and their paid-up 
capital amounted to Rs. 133 crores. In 
her investments and paid-up capital, 
Bengal comes third only in regard to 
joint stock banks, after Bombay and 
Madras. In regard to insurance railways 
and tramways and mills and presses 
Bengal's invested capital is second only to 
that of Bombay in India. In loan offices, 
tea and coal, her joint stock enterprises are 
the most important in India from the point 
of view of capital invested. The loan offices 
of Bengal are companies doing banking busi- 
ness mainly in the rural parts of Bengal. 
These companies were originally started 
sometime in 1850 about the time the Nidhis 
of Madras were started. The development 
of the loan offices and the Nidhis are to a 
certain extent parallel. The main difference 
between the two in their method of business 
is that while the former approximates more 
to commercial land mortgage banks, the 
latter more to commercial joint-stock banks. 
The working capital of these loan offices 
amounting to about Rs, 9 crores are very 
largely locked up in landed properties. 

Bengal's share of the foreign trade of 
India range between 25 and 30 per cent. 
The following figures show the contribution 
of Bengal towards India's foreign trade. 

IMPORTS OF MERCHANDISE 

(Lakhs of Rupees) 

1933 - 34 ^ 1934-35 1935-36 

Bengal ... 32,83 36,15 88,68 

India ... 115,36 132,29 134,89 
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EXPORTS OF MERCHANDISE 
(Lakhs of Rupees) 

1933-34 193 ^ 1 r 35 1935-36 

Bengal ... 63,69 62,72 66.36 

India ... 150,67 153,22 164,25 

In regard to the total exports, Bengal 

comes second amongst the provinces giving 
the pride of the first place to Bombay. In 
regard to total imports, however, the table 
is reversed. 

The chief imports are cotton piecegoods, 
metals and ores, machinery and millware, 
sugar, mineral oils, hardware, spices, motor 
cars, provisions, paper, tobacco, paper- 
making materials, liquor, chemicals, salt. 
Similarly, the important exports arc jute 
manufactures, jute raw, tea, shellac, hides 
and skins raw, metals and ores, oil- 
seeds and rice. The following figures give 
the more important imports into and exports 
from Bengal during the last three years. 

IMPORTS INTO BENGAL 
(Lakhs of Rupees) 



1933-34 

1934-35 

1935-36 

Cotton piecegoods ... 

3.22 

4.71 

4,49 

Metals & Ores 

3,36 

4.18 

4,91 

Machinery & Millwork 

5,16 

4,65 

5.94 

Sugar 

31 

25 

20 

Mineral oils 

1,82 

1,56 

1,20 


EXPORTS FOR BENGAL 


(Lakhs of Rupees) 



1933-34 

1934-35 

1935-36 

Jute Manufactures ... 

21,07 

21,20 

23,22 

Jute Raw 

10,87 

10,86 

13.37 

Tea 

13,84 

13,86 

15,40 

Shellac 

1,94 

2,67 

1,04 

Hides & Skins raw ... 

2,11 

1.23 

1,65 

Seeds 

2,12 

1.30 

1,22 

Rice (not in the husk) 

95 

92 

8 S 


Bengal iiU]K)rts, normally, one fourth of 
the piecegoods imported by India, one third 
of metals and ores and 40 per cent, of the 
Indian imports of machinery and millwork 
and sugar. Between 25 and 35 per cent, 
of the Indian imports of mineral oil is also 
imported by Bengal. So far as exports are 
concerned, practically the entire Indian 
exports of jute manufactures, jute raw and 
shellac are from Bengal. Excluding Burma, 
Bengal exports the largest amount of rice 
amongst the provinces of India. 70 to 80 
per cent, of tea and about two-thirds of the 
hides and skins raw, exported from India 
are also from Bengal. 


BOMBAY 


Even Bombay, the premier industrial pro- 
vince of India, has agriculture as its prin- 
cipal industry. 65.9 per cent, of the total 
earners and working dependents follow agri- 
culture as their main avocation. The 
following figures show the occupational dis- 
tribution of people in Bombay and in India 
in 1931. 



Bombay 

India 

1. 

Exploitation of animals 
and Vegetation 

65.9 

67.11 

2. 

Exploitation of Minerals 
Industry 

0.1 

0.23 

3. 

11.9 

9.97 

4. 

Transport 

2.3 

1.53 

5. 

^ade 

5.3 

1.53 

6. 

Public Finance 

0.7 

5.15 

7. 

Public Administration ... 

1.6 

0.55 

8. 

Professions and Liberal 
Arts 

1.7 

1.50 

9. 

Persons living on their 
income 

0-3 

0.14 

10. 

Domestic Service 

2-i 

7.08 

11. 

Insufficiently described 
occupation ... 

5-9 

5.05 

12- 

Unproductive, occupation 

2.2 

1.05 


The figures reveal that, when Bombay is 
spok« 3 i of as the industrhdised province of 
India, -it tias io be as being so <»aly 


very relatively. Those living by exploita- 
tion of animals, vegetation and minerals, are 
a little less than in India as a whole. Indus- 
try, transport and trade especially have a 
better following in the Presidency. Wherever 
there is a good demand for labour firom 
industries the people seldom show any prefer- 
ence for domestic service. Probably this 
accounts for only 2.1 per cent, of the people 
in India as a whole. The prosperity ot the 
province in comparison with the rest of India 
is also shown by the fact that, while the 
persons, living on their income are only 0.14 
per cent, in India, in Bombay Presidency 
alone they number 0.30 per cent., which’ is 
double the all-India figure. 

In 1931-32 the total area sown in the Presi- 
dency was 34 miUion acres. Bombay's 
total sown area comes third in rank amongst 
the prownces of India after the United 
Provinces' and Madras. Out of the 34 
million ^cres in the Presidency, rice occu- 
pies 3 million acres, wheat a million acres, 
jowar (cholam or the great millet) 8 million 
acres, Bajra (cumbu or the spiked millet) $ 
million acres, gram z xzuliion acres and 
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other food grains 3 million acres. In the 
total output of jowar and bajra, Bombay 
takes the lead in India. Of the other chief 
crops, cotton and fodder crops are the most 
prominent ones. The former is grown on 4 
million acres and the latter on million 
acres. In the cultivation of cotton, "Bombay 
stands second in India after C. P. and Berar 
and in regard to the fodder crops also she 
ranks second after the Punjab. 

Just as jute is the main commercial crop 
of Bengal, cotton is the principal commer- 
cial agricultural produce of Bombay. If the 
Indian States in the Presidency are also 
included, the total yield of cotton in Bombay 
is the largest in India. Nearly a third of 
the total Indian cotton production is accoun- 
ted for by the Bombay Presidency (includ- 
ing the Indian States). The total yield of 
cotton in Bombay and its Indian States in 
1931-32, 1932-33 and 1933-34 was 1,322,000, 
i>405,ooo and 1,365,000 bales respectively. 
The total Indian production in the same year 
amounted to 4,088,000, 4,437,000 and 
4*633,000 bales respectively. 

Though at first sight it may well appear, 
that the co-operative movement has not 
made the same progress in the Bombay 
Presidency as in the two or three other pro- 
vinces of India, when the total membership 
of the co-operative societies and the working 
capital put up by the Province is considered 
in relation to the population of the province, 
it would be readily found that Bombay does 
not lag behind the apparently more co- 
operative-minded provinces of India. The 
number of merhbers in the co-operative 
societies in 1932-33 in the Bombay Presi- 
dency formed 2.65 per cent, of the 
population as against 1.34 per cent, in India, 
Punjab alone amongst the major provinces 
of India has a slightly higher percentage in 
this regard than Bombay. The total work- 
ing capital of the co-operative organisations 
in the Province amounted to Rs. 15,81 lakhs 
in 1932-33. From the point of view of the 
total capital, Bombay no doubt stands fourth 
amongst the major provinces of India after 
Punjab, Madras and Bengal. When the 
number of annas contributed per head of 
population is considered, Bombay comes 
amongst the mjor provinces as second with 
115 annas giving the pride of place to the 
Punjab. 

As elsewhere in India, the co-operative 
societies in Bombay are mainly agricultural 
credit societies. The non-credit co-operative 
moy^nent though a little more active in this 
Province, is by no means impressive. 
The co-operative credit societies, again, as 
|n the rest of India, supply only the short- 


term credit needs of the agriculturists. Bar- 
ring a veiy few land mortgage banks there 
are no institutions co-operative or non-co- 
operative, to meet the long-term credit 
requirements of the agriculturists. It is 
really a matter of surprise that Bombay, 
which is very advanced generally in all 
matters should have neglected to start well- 
equipped land mortgage banks which are 
absolutely essential to the agricultural 
population situated as it is to-day. 

The cotton textile industry is the main and 
most flourishing industry of the Bombay 
Presidency. In the national economy of 
India the cotton textile industry occupies a 
position, which is second only to that of 
agriculture; and even to-day Bombay takes 
the foremost place in the cotton textile pro- 
duction. This industry is an old and well- 
established industry and is carried on very 
largely under Indian management and Indian 
capital. The two chief centres of the indus- 
try in the Presidency are the Bombay Island 
and Ahmedabad. 

Amongst the several new industries now 
gathering momentum in the Bombay Presi- 
dency, the most important is the manufac- 
ture of matches. There are eight factories 
established in the neighbourhood of Santa 
Cruz, Ghodbunder, Rurla and Thana, In 
I932“33 there were 14 cigarette factories 
doing good business. The assemblage of 
motor cars has now become a regular and 
well-established industry in the province. In 
addition to a number of factories for tanning 
hides and skins, there are also factories for 
the manufacture of bakelite materials, electric 
fans, pins and needles, dry cells, razor 
blades, soaps, glasses, chemicals, pottery, 
paint, carbon, paper, etc. 

Three things necessary for the industrial- 
isation of any locality are the local supply 
of raw materials, power, whether coal, oil or 
electricity, and capital. All these three 
Bombay has or is getting to have in plenty. 
As reg^ds capital, Bombay is the home of 
two principal and rich mercantile communi- 
ties^ of India, the Parsis and the 

Gujaratis. For its principal industry, name- 
ly the cotton textile industry, Bombay not 
only itself grows cotton but also can easily 
obtain from^ its neighbouring provinces, 
Central Provinces and Berar and Madras. 
Bombay has, however, no oil or coal. She 
was till recently dependent for her power 
requirements on the coal from Bengal and 
C. P. in India or the South Africa. 
Bombay during the last two decades has 
done much to remove this disability. The 
Hydro-electric works, which are now in 
operation in the Presidency and which gene- 
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rate electric power some fitty miles away on 
the Ghats, manage to meet a very consider- 
able part of the power requirements of the 
Province. As the Hydro-electric schemes of 
India are dealt elsewhere in great detail it is 
unnecessary here to dilate on them. 

The handloom weaving industry in com- 
mon with the other major provinces of 
India, is the most important cottage indus- 
try? in the Bombay Presidency. Almost 
every district carries on handloom weaving 
in spite of all competition from the 
machine-made fabrics. In Poona, Nasik, 
Dharwar, Sholapur and Belgaum districts 
alone, there are reputed to be nearly 
2 lakhs of weavers. Saries and Turbans 
are the more famous products of Bombay 
handloom weavers. Silk is woven in 
Ahmedabad, Nasik, Thana and Surat 
Districts, Dyeing is conducted in the 
Maratha districts as well as in Gujarat and 
Kathiawar. Bombay silver-ware and the 
brass works of Poona and Nasik are well- 
known throughout India. The other import- 
ant cottage industries of the Province are lac, 
ivory and tortoise shell manufactures, carpet 
weaving, calico-printing, manufacture of 
gold and silver threads, kinkhabs, lacquer 
work, pottery, stone works, etc. 

Joint stock enterprise is very highly deve- 
loped in the Presidency. The total number 
of companies and the paid-up capital in 
1931-32 amounted to 1,051 and Rs. 99 
crores respectively. The paid-up capital 
employed in the Bomaby companies repre- 
sent fully one-third of the total paid-up 
capital in India. Though in the total 
amount of paid-up capital, Bombay yields 
the first place to Bengal, from the point of 
view of financial strength and soundness of 
its companies, Bombay stands foremost in 
India, If Burma is excluded, the average 
capital of Rs. 9,41,000 per Bombay com- 
pany in 1931-32 represents the highest aver- 
age amongst the major provinces of India, 
In the total paid-up capital invested in 
Banks, insurance companies, transit and 
transport companies, and mills and presses, 
Bombay Presidency occupies the first place 
in India. In regard to the paid-up capital 
invested in trading and manufacturing 
companies Bombay occupies the second 
place after Bengal, 

Bombay*s share in the foreign trade of 
India on an average works out to about 


40 per cent. The following tables illustrate 
Bombay's share in the total Indian trade : — 

IMPORT OF MERCHANDISE 
(Lakhs of Rupees) 

1933-34 1934-33 193£«36 
Bombay ... 4G,10 33,70 54,51 

India .. ... 115,36 132,27 134,39 

EXPORTS OF MERCHANDISE 
(Lakhs of Rupees) 

1932-33 1933-34 1931-35 1935-36 

Bombav ... 25.14 30,50 32,40 33.11 

India ... 135,49 130,67 155,22 164,25 

In regard to the total imports Bombay 
stands first in India and Bengal is second, 
whereas in the case of the exports the posi- 
tion is exactly reversed. 

The chief imports into the Bombay Presi- 
dency are cotton goods, metals and ores, 
machinery, sugar, motor cars, oils, raw 
cotton, cotton twist and yam, artificial silk, 
silk manufactures, instruments, dyeing and 
tanning substances, woollen goods, paper, 
hardware, glass and glassware and drugs 
and medicines. The chief exports are raw 
cotton, oilseeds, cotton manufactures, raw 
wool, cotton yarn, oil cakes and grains, 
pulse and flour. The following table gives 
the more important imports into and exports 
from Bombay during the last three years: — 

IMPORTS INTO BOMBAY 


(Lakhs of Rupees) 




1933-34 

1934-35 

1935-36 

Cotton piecegoods 

. 

4,44 

4,94 

4,38 

Cotton raw 


3,42 

5,01 

6,87 

Machinery and Mill- 




work 


4,22 

4,27 

8,01 

Metals and Ores 


3,10 

3,61 

3,59 

Oils 


1,94 

2,19 

2,18 

Silkgoods 


2,42 

2,29 

1,76 

Cotton twist and 




yarn 


87 

1,37 

1,68 

Sugar 

• •• 

1,00 

81 

83 

Motor cars 


83 

1,36 

1,26 

Woollen goods 


86 

1,37 

96 


EXPORTS FROM BOMBAY 


(Lakhs of Rupees) 



1933-34 

1^4-35 

1935-36 

Oil seeds^ 

4,60 

3,23 

3,02 

Cotton piecegoods ... 
Cotton twist and 

81 

94 

1,18 

Yarn 

78 

59 

44 

Wool raw 

83 

40 

70 


One-third to one-fourth of the total Indian 
imports of piecegoods and sugar are import- 
ed by the Bombay Presidency. One-third 
of Indian imports of metals and ores, machi- 
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nery and millwork and cotton twist and 
yarn are also absorbed by the Presidency. 
One-third to one-half of oils (mineral) and 
one-half of the Indian imports of motor cars 
also find their way into Bombay Presidency. 
35 to 40 per cent, of the woollen goods and 
five-sixths of the silk manufactures imported 
by India are taken by Bombay. Practically 


all the Indian imports of raw cotton are 
destined for the Bombay Presidency. 

Of the exports, practically the entire 
Indian export of cotton twist and yarn, 60 
per cent, of raw cotton, one-third of oil 
seeds, one-half of the piecegoods and about 
40 per cent, of the raw wool exported from 
India are all from the Bombay Presidency. 


madras 


A scrutiny of occupational statistics of 
various countries will show that the pro- 
portion of people engaged in domestic 
service to total workers is a rough gauge of 
the extent of industrialisation . The total 
workers and working dependents in Madras 
Presidency according to 1931 census is 
28.92 million, out of which 13.35 miUion or 
46.17 per cent, follow exploitation of 
animals and vegetation. The people 
engaged in the domestic services amount to 
7.79 million or 26.94 per cent., which is 
the highest percentage amongst the major 
provinces of India. This high percentage, 
high even for Madras can be^ explained 
largely by the fact that domestic servants 
also engage in apiculture. The following 
figures show the distribution of workers and 
working dependents and the percentage 
borne by each group of occupation to the 
total. 



Total Workers 
& Dependents 
(millions) 

Percentage 
borne to 
the total 
workers and 
Dependents 

Exploitation of Animals 
Vegetation 

and 


... 13.35 

46.17 

Industry 

... 2.55 

8.81 

Transport 

... 0.38 

1.35 

Trade 

... 1.22 

4.25 

Public Finance 

... 0.06 

0,21 

Public Administration 

... 0.18 

0.62 

Profession and Liberal 

... 0,38 

1.31 

Persons Living on. 

their 


income 

... 0.03 

0.10 

Domestic Service 

... 7.79 

26.94 

Insufficiently described 

... 2.78 

9.65 

Unproductive 

... 0.17 

0.59 


On account of a change in the method of 
classification, the Madras figures are not ex- 
actly comparable with that of the All-India 
census figures. It may, however, be stated 
confidenfly that the proportion of people 
following domestic service is probably the 
highest in this province and that trade, 
industpr and transport have all a lesser 
following in the Madras Presidency than in 
Bombay or Bengal Presidencies and in all 
probability lesser than even the AU-India 


census figures. The people following the 
exploitation of minerals arc only about 
15,000 and for all practical purposes that 
group need not be taken into consideration. 
When the mines and quarries are few, no 
wonder that there are very few who followed 
the calling of mining or quarrying. The 
proportion of people living on their income 
in the Presidency is also lower than that for 
the whole of India. 

Agriculture is the mainstay of the people 
in Madras in common with the rest of India. 
The total area sown in 1931-32 in the Pro- 
vince was 38 million acres which is very 
nearly a seventh of the total sown area in 
India. Madras comes second in this regard 
in India after the United Provinces, Rice, 
the staple food of the people of the Province, 
naturally occupies the largest acreage. Rice 
is cultivated on 12 million acres, Jowar 
(Cholum or the great millet) 5 million acres, 
Bajra (Cambu or spiked millet) 3 million 
acres, Ragi (Marua or millet) 2 million acres 
and other food crops 7 million acres. 
Madras stands, amongst the Indian pro- 
vinces, first in the cultivation of ragi, second 
in the case of Jowar third in Bajra and 
fourth in regard to rice. When the total 
acreage of 205 million under food grains in 
India is considered, it would be found that 
Madras with 29 million acres under food 
grains stands second, yielding the first place 
only to the Punjab. In the cultivation of 
oilseeds, spices and coffee. Madras occupies 
the premier position in India, Out of 
16 million acres under oilseeds in India, as 
much as 4J million acres are accounted for 
by Madras alone. Nearly half the land 
under condiments and spices in India are 
to be found in this Presidency. The cotton 
cultivation is also an important industry of 
the province,- as Madras stands third 
amongst the provinces of India growing 
cotton. The acreage under cotton cultiva- 
tion in 1931-32 in the Presidency was 
2 million acres. 

The agriculture of the Province owes not 
a little to the agricultural and the irrigation 
departments. The former have always been 
on the alert to find out improved seeds and 
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manures, and the latter in improving the 
irrigation facilities of the Province. The 
Madras Presidency has at present some of 
the finest irrigation works in the world. 
The Mettur irrigation project which was 
recently completed is one of the largest of 
its kind in the world. In 1931-32 the area 
irrigated in the Presidency was 9.2 million 
acres and then Madras stood third amongst 
the provinces of India in regard to the area 
irrigated. 

Although the progress of the co-operative 
movement in the Madras Presidency is 
nothing impressive it, has been heartening 
enough, Madras has the largest number of 
co-operative society members in India. In 
1932-33 the total number of members of 
primary societies was 898,231, which is a 
fourth of the total members in India. The 
working capital of the co-operative organisa- 
tions in 1932-33 amounted to Rs. 17.30 
lakhs and in this respect Madras comes 
second only to Punjab which has a crore 
and a half more. 

Madras is the most progressive province 
in regard to the land mortgage banking. No 
other province has come anywhere near it. 
The establishment of the Madras Co-opera- 
tive Central Land Mortgage Board in 1929 
to finance the local and the primary mort- 
gage bank by centralising debenture issues 
marks the starting point of a systematic 
development of the land mortgage banking 
in the Province. There are at present about 
38 primary land mortgage banks in the Pre- 
sidency attempting to meet the long term 
agricultural credit needs of their localities. 
Though only a start has been made so far, 
the beginning has been so good that it augurs 
well for the future. 

The non-credit side of the co-operative 
movement, in common with the rest of 
India, Madras has not developed. There is, 
however, one exception. The Triplicane 
Co-operative Society, which is a consumers' 
society has been a very successful institution. 
It is the biggest of its type not only in India 
but in the whole of East, if Japan is 
excluded. 

The large scale industries of Ihe province 
are cotton textiles, tanning of hides and 
skins, jute mills, oil milling, coir making, 
aluminium utensils making, match and 
pencil making, soap manufacture, saw 
milling and sugar. Of these, the cotton 
textiles and tanning are the more important 
industries. There are about 28 cotton mills, 
4 Jute mills and 12 hosiery mills. In the 
tanning industry Madras leads ahead all the 
provinces of India, 

If the Madras Presidency has not been 


industralised to the extent the other two 
presidencies have been, it is because the 
Presidency has been suffering from a \voefuI 
lack of power resources. There are no coal 
mines within the Presidency and to get coal 
either from Bengal or C. P. is almost prohi- 
bitively costly. The only resource, that 
could be developed within the Presidency, 
is the Hydro-Electric power. More than a 
mere start has been already made in this 
direction ; and it could be safety predicted 
that within 20 years the Hydro-Electric 
power would have been sufficiently deve- 
loped all over the Presidency, and the 
greatest handicap to its industrialisation 
would be removed. The Hydro-Electric 
projects and undertakings are dealt else- 
where in detail. 

The important cottage industries of the 
Province are cotton and silk handloom weav- 
ing. Tanjore, Madura, Kuttalam, KurnooL 
Adoni, Arni, Cocanada, Salem and Coim- 
batore are some of the very important 
centres of silk and cotton weaving. Carpets 
are made at Ellore, Ajyampattai, and 
Masulipatam. Vellore, Ganjam, Madura, 
Travancore, Vizagapatam, Tanjore and 
Kumbakonam are famous for their metallic 
wares, Trichinopoly and Dindigul are noted 
all over the world for cigar manufacture. 

Madras Presidency was the first in India 
to have an efficient department of Industries. 
The Department has to its credit the starting 
of the first up to date aluminium, soap, 
pencil and paper factories in India. This 
department has been in general taking a 
greater interest and actively helping the 
cottage industries as well as the major indus- 
tries by taking part in, as well as organising, 
exhibitions, conducting researches, training 
pupils and starting new ventures, and 
similar departments in the other provinces 
of India. 

As in the case of industries in the Joint 
Stock enterprise also, Madras Presidency 
ranks theird amongst the provinces of India 
(excluding Burma). This is easy to under- 
stand. Unless industries flourish Joint 
Stock enterprise cannot thrive, and a 
parallel can generally be always found in 
and locally between its industrialisation and 
^owth of joint stock companies. The Pre- 
sidency stands third in India in respect of 
the paid-up capital invested in Banks, Mills 
and Presses, second in regard of tea and 
other planting companies aud fourth in 
insurance companies, (Burma being ex- 
cluded). The paid-up capital of all the 
companies in 1931-32 amounted to Rs. 15 
crores out of the total Indian paid-up capital 
of 286 crores. 
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The Madras Presidency comes third after 
Bombay and Bengal in its contribution to 
the foreign trade of India. The following 
figures give the imports and exports of 
merchandise as well the total foreign trade 
of the Madras Presidency and India. 

IMPORTS OF MERCHANDISE 

{Lakhs of Rupees) 

1932-33 1938-34 1934r35 

Madras Presidency 14.31 17,35 15,71 

India . . 115,36 132,25 134,39 


EXPORTS OF MERCHANDISE 

{Lakhs of Rupees) 

1932-83 1933-34 1934-35 

Madras Presidency ... 24,71 25.26 26,91 

India ... •• 1,55,67 155,22 864,25 

The chief imports into the Madras Presi- 
dency are Metal and Ores, Cotton Manu- 
factures, Machinery, Millwork, Ooils, sugar, 
cotton twist and yam, vehicles, hardware, 
dyeing and tanning substances, paper and 
pasteboard, rubber and chemicals. The 
main exports from the Presidency are oil- 
seeds, tanned hides and skines, tea, cotton 
manufactures, coffee, spices, coir raw and 
manufactured. The following are the more 
important imports into and exports from 


the the Presidency during the last three 
years : — 

IMPORTS INTO THE PRESIDENCY 


{Lakhs of Rupees) 



1982-33 

1933-34 

1934-35 

Iron and ores 

1,40 

1,57 

1,37 

Cotton piece-gggds ... 
Machinery and Mill- 

1,36 

1,57 

3,19 

work 

1,45 

1,56 

1,67 

Oils 

1,01 

5,09 

1,03 

Cotton Twist and 




Yarn 

54 

64 

69 

Sugar 

56 

49 

33 

Motor Cars 

24 

33 

93 


EXPORTS FROM THE PRESIDENCY 
{Lakhs of Rupees) 



1932-33 

1983-34 

19^S5 

Oilseeds 

. 6,13 

5,68 

5,80 

Tea 

3,90 

4,36 

4,42 

Tanned Skins 

. 2,90 

3,02 

2,75 

Tanned Hides 

. 2,29 

1,91 

2,21 

Cotton raw 

. 1,11 

1,74 

97 

Co^ee ^ ... 

1,02 

73 

1,01 

Cotton piecegoods 

83 

82 

84 

Rice (not in the husk) 




Machinery and Mill. .. 

80 

83 

86 


Of the total Indian imports, about 
15 per cent, of metals and ores, i/ioth of 
cotton piecegoods, i/Qth to i/ioth of machi- 
nery and millwork, i/6th of oils, i/5th of 
sugar, I /4th to I /5th of cotton twist and 
yam and i/8th of motor cars are imported 
by the Presidency, 

Of the exports from India, nearly 50 per 
cent, of the oilseeds and cotton i/4th to 
i/5tli of tea, and practically all of coffee, 
tanned hides and tanned skins are contri- 
buted by the Presidency. 


THE UNITED PROVINCES 


The United Provinces is seventh of the 
provinces of India in size, having an area 
of 112,191 sq. miles of which 5,943 con- 
stitute the States, In point of population, 
however, the U. P. ranks third with a total 
population of 49,619,833 of which 1.2 
million is accounted for by the States. In 
its main features, the economic life of the 
United Provinces is not different from that 
of the rest of India. In the matter, how- 
ever, of distributiqn of occupations, the 
United Provinces has certain notable fea- 
tures; firstly, the proportion of “exploita- 
tion of animals and vegetation” at 74.5 is 
higher than that of the other importent 
provinces like Bengal, Bombay, Madras 


and the Punjab and is Iqwer than that of 
only Bihar and Orissa, Central Provinces 
and A^m. If the extent of dependence 
on agriculture is a clue to the industrialisa- 
tion of a province, then, one should say 
that the United Provinces comes next to 
all other major provinces in po.int of in- 
dustrial development. But the proportion 
which industry beam to the total number 
of occupations, is higher at 11.7 per cent, 
than that of the major provinces inclusive 
of Bombay. But Punjab stands out with 
the far higher percentage of 17.0. 

In transport. United Provinces has a 
proportion higher than that of Madras and 
C. P. and Bihar and Orissa, equal to that 
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of Bombay and lower than that of the occupatioji. for all the provinces is given 

Punjab and Bengal. The distribution of below: — 


Exploitation of ani- 
mals and vegetation 
Exploitation of Mine- 
rals 

Industry ... 

Transport 

Trade 

Public administration, 
Professions and libe- 
ral Arts 
Others 


s 

13 

C3 



A 

< 


81,4 

68*0 

0*4 

0*2 

S3 

88 

17 

2*0 

3*8 

6*8 


1*8 

‘>*8 

2*6 

1*14 


es ? 


-SO 

p; 

si 

B 

Q 

n 

74*7 

67-6 

0*8 

0* 1 

8*3 

11*3 

0*9 

2*0 

4*4 

3*1 

1*7 

3*9 

9*2 

10*0 


si 

a : 

13 S 

S 

h.S 




a, c 

67*8 

80*0 

0*6 

0*2 

11*8 

8*3 

4‘I 

1*2 

9“3 

4.*4 


4*4 

20 

2*6 

3-9 


rs 

Si 

s 

s 

Ph 

46*2 

63*4 

0*1 

01 

8*8 

170 

1*3 

2*1 

4*2 

6*0 


2*2 

4*1 

;*72 

7*3 



74*3 

56*8 


0*4 

11*7 

10*7 

•9 

4*5 

5*1 

11*9 


2*0 

3*8 

5*8 

11 0 


The total area under cultivation, accord- 
ing to the last report of the Department of 
Agriculture to hand is 43.2 million acres, 
of which 7.84 million are double crop. 
Not less than 3.8 millio.n acres are devot- 
ed to the growing of fruits. The United 
Provinces may boast of a fair share of the 
important agricultural staples of India. 
Of wheat, out of the total of 34.4 million 
acres, the. U. P. has as much as 7.67 
million. While the tqtal annual produc- 
tion of Indian wheat is 9.70 million tX)ns, 
the U. P.'s share comes to 5.5 million. 
The U, P. has more than half the total 
acreage under sugar cane. While the 

areaj under sugarcane in India is only 4.007 
million acres, U. P. alone claims as much 
as 2.249 niillion. From the standpoint of 
yield, the U. P.'s share is even higher, 
being 3.336 million tons out of a total of 
5.905 million tons. In cotton, rice and 
linseed, the U. P.'s share is far less. 
While the total Indian acreage under 
cotton is 23.830 acres, only 715,000 acres 
are in the United Provinces. The U. P.'s 
cotton production of 194,000 bales is but a 
small proportion of the total Indian out- 
put of 4,807,000 bales. The area under- 
rice of the U. P. is only 6.69 million acres 
out of a total acreage for All-India of 44.5 
million. The output of rice of the pro- 
vince is 1.99 million tons against 30.26 
million tons for the whole couni^. 
8,45,000 acres are devoted to the growing 
of linseed and the U. P.'s output of lin- 
seed is 199,000 tons against 418,000 tons 
for all India. Agriculture in the U. P, 
must be said to have a bright future before 
it. At present, however, conditions axe 
not as one would wish them to be; for the 
depression has hit the United Provinces 
hard and the finances of the Province have 
been altogether upset. The report of Sir 
S 


Otto Niemeyer,, while referring to the un- 
doubted need of the provinces for help 
from the centre, is also confident that in the 
future, the U. P. could be numbered as 
one of the major provinces of India and 
that the financial help which the Central 
Government now makes is, purely, of a 
temporaiy kind. In considering the pros- 
pects of agriculture of this province, refer- 
ence may be made to the fact that the 
Sarda Irrigation Canal, on which work was 
started in 1921, was opened in the main 
branch in 1928. This comprises some 
4,000 miles of main channel and distribu- 
tories and 1,200 miles of drains over an 
area of 6 million acres, of which on an 
average qf 1,350,000 is expected to be irri- 
gated annually by its means. New mas- 
onry wells to the number of 150,315 were 
constructed during the decade covered by 
the. last census, mostly at the expense of 
the cultivators themselves. The principal 
crops are rice, millet, wheat, barley and 
pulse. In sugarcane the U. P. has the 
means of improvement both to agriculture 
and to the industry of the province. The 
outlook of U. P. may be said to have 
changed almost beyond recognition with 
the institution of a policy of protection for 
Khe Indian Sugar Industry. The Govern- 
ment have attempted to distribute the 
benefits of such a favoured industry by 
passing legislation for the enforcement of 
minimum prices for sugarcane. What 
Bombay Presidency is for the cotton mill 
industry, the United Provinces may be 
said to be for the sugar industry. The 
development of this industry has made up 
for the weakness of the U. P. in its lack 
of subsidiary occupations. It is note- 
worthy too that the United Provinces is 
alone among the provinces of India for its 
small number of handlooms which accord- 
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ing to the report of the Cotton Textile 
Tariff Board of 1932, is only 75,000, while 
hardly any province excepting Dehi and 
N. W. F. Province has less than a lakh of 
loqms. 

It must also be mentioned that in cattle 
breeding the U. P. is ahead of most odier 
provinces of India. It is reputed to be 
the largest importer of cotton; and it can 
boast of 4 cattle breeding farms, managed 
by government in Muttra, Jhansi and 
Khevi districts and in Bhabar and Therai 
estates. 

It is also likely to derive the largest 
benefit from the impetus given by His Ex- 
cellency Lord Linlithgow to cattle breeding 
in India. 

- By far the most encoura^ng aspect of 
the economic life Qf the United Provinces 
is the spread of hydro-electric power main- 
ly for purposes of agriculture, and the re- 
sulting scientific outlook in regard to pro- 
blems affecting agriculture. It is also nqte- 
worthy that, according to the banking^ en- 
quiry Committee, 46 per cent, of agricul- 
tural tenants and peasant proprietors were 
free from debts and 22 per cent, owed less 
than two years' rents, though a larger 
number of landlords were in debt and 
their debts were very much greater. 

As regards industry, the U. P. may well 
claim that it has the most well-distributed 
industrial activity, compared to the other 
provinces. It has been already pointed 
out that the occupational statistics suggest 
a higher degree of industrialisation than in 


most other provinces. Another circum- 
stance pQinting towards the same conclu- 
sion is that the U. P. has a larger numbei 
of cities than Madras or the Punjab or th€ 
C. P., not to speak of Bengal. But this 
it must be added, is due largely to the his 
toric importance of the cities and not tc 
the concentratipn of pupulation which in 
dustrial activity invariably brings about 
Nevertheless, large aggregations of popula 
tion promote brisk activity in trade anc 
commerce, if not industiy. And activt 
business helps the develpoment qf industri 
al concerns; and this must explain to som< 
extent the variety of the industrial life o 
the U. P. But this, again, rests on th< 
variety of its natural resources. It hai 
been mentioned already that in the sugai 
industry, the U. P. hag the pride of place 
Sugar factories rose from 14 in 1931-32 tc 
68 in 1935-36. The output now stands a* 
374,000 tons against 202,000 tons of Bihai 
ajtid Orissa. The percentage of total pro 
duction is 54.7. Of cotton mills, the U. P 
has a fair share, though in the productioi 
of cotton, as we have seen already, th« 
contribution of the U. P. is far from im 
pressive. The province has utilised it 
high place in the production of wheat anc 
oilseeds to develop its own flour mills anc 
oil mills. Small industries like soap anc 
toilette requisites and hosiery are slowlj 
making headway. The progress of th< 
province in the future will, however, depenc 
on ihe efforts of the Government tc 
modernise agriculture and teach th< 
peasant to use electric power. 


PRO.VINCIAL LEGISLATION FOR THE 
RELIEF OF INDEBTEDNESS 


The subject ot indebtedness in general, 
and of agncullural indebtedness in particu. 
lar, is receiving greater attention to-aay as 
we come to grips with tne problems oi 
economic reconstruction. It is no longer 
meieiy the subject ot political oratoiy, 
naming eoiionais, but the pracucal task ot 
Mimsters and Councillors, ine usetuiness 
ot a historical survey ol the legislature and 
the administrative measures introduced from 
tune to time in British India to deal with 
indebtedness cannot, therefore, be under- 
estimated. This section makes an attempt 
to present in historical sequence the mea- 
sures of reform that have teen adopted up 
to date to relieve the agriculturist of his 
crushing burden of debt, mdicating in very 
broad outlines, where pomible, how, far the 
measm*es are likely to achieve their ends. 
As most of the legiriative enactments are 
only or recent origin, it is too early to pro- 
nounce any decisive verdict on them. But 
it is both Intimate and desirable to attempt 
a criticism of the measures adopted and to 
determine to what extent they approximate 
Ip die best that can be done in &e prevail- 
ing conditions. 

1^ is well known that, among the causes 
responsible for the low standard of living 
of the agricultural class in India and ite 
continuous impoverishment even in areas 
weD endQwed by Nature, indebtedness 
^ould be given the first place. The total 
amount of rural debt for &e whole of Bri- 
tish India has been estimated by the Bank- 
ing Enquiry Committee ip. the neighbour- 
hood of Rs. 1,000 crores. Part of this debt, 
400 crores or mqre, is the current debt 
incurred annually with the intention of re- 
pajTmenif after the following harvest, while 
the rest is standing or prior debt. Owin^, 
however, to the high and frequently usuri- 
ous rates of interest which are genially 
charged on the current debt and various 
otii«: causes peculiar to the agriculturist, 
the whc^e of it cannot be repaid after the 
harvest, with the result, that standing debt 
is continuously on the increase. The stand- 
ing debt s a chronic debt readily inherited 
by children in discharge of the "pious obli- 
gation" of son to father. 

In the words of the Royal Commission 
on Agriculture, ‘the worst policy towards 


debt is to ignore it and do nothing.' The 
debts were incurred at different times and at 
different price levels. On the basis of the 
existing rural debt and the present low 
level of agricultural prices, the agricultur- 
ists, who are affected, are most of them 
insolvent. It is, therefore, in accordance 
with established principle that their debts 
should be scaled down, lest there should 
be wholesale repudiation, with the least pos- 
sible intereference with existing contracts 
and without imparing the agriculturist’s 
self-respect. This is not easy, as the pro- 
blem raises a host of tangled issued and 
needs variety of measures of reform with 
continuous application to be fruitful of any 
tangible results. From the economic point 
of view, the farmer’s problem cannot be 
approached like any other business, indus- 
trial or economic question, as it involves 
features so imique that it offers a stubborn 
challenge to the economist’s enquiries as 
well as to the programmes of administrators 
and legiriators. Further, agriculture is not 
merely , a way of making mon^ by raising 
crops, it is essentially a public function or 
service performed by private individuals for 
the care and use of the land in the national 
interest: and the farmers in the course of 
their pursuit of a living are the custodians 
of foe basis of national life. Agriculture is, 
therefore, affected with a clear and unques- 
tionable public interest and its status is a 
matter of national concern calling for deli- 
berate and far-sighted national policies.’’ 

The foastic reduction of the wasteful mass 
of rural debt is essmtial for the creation of 
a proq)erous agriculture. But it cannot be 
achieved by any amount of legislation such 
as foe reduction in foe rates for borrowing, 
special treatmort of agriculturist debtors, 
provision for a simple ruSral insolvency proce- 
dure, the provision of cheap credit or even 
credit without interest. Real reform has to 
go far deeper. An auergetic pursuit or 
rural reconstructiou, that is, reconstitution 
o,f rural life iu both foe economic and social 
aspect is an urgent necessily. Amoi^ 
measures directed towards such an end, 
education is out and out the most important. 
It will teach foe farmer to farm better, 
train him to higher social and intel- 
lectual ideals in 1&, enable bim to value 
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more highly the advantages in respect of a 
healthier and jiobler village life, where he 
could build up a more vigqrous social com- 
munit life that is the backbone of the coun- 
try. The system of education should be 
rural in outlook and based more on obser- 
vation and less on theory. The farmer will 
then certainly be able to assess his true 
worth in relation to the country and realise 
that in his prosperity lies the betterment of 
India as a whole. The horse of co-opera- 
tion makes a goqd pair with education. 
The farmer will learn how to produce more 
and more cheaply. He will learn to put 
increased production to better use, how to 
buy and sell and work in common with his 
fellqwmen. In other words, an ideal vil- 
lage reconstruction automatically solves not 
only rural indebtedness but a multitude of 
kindred problems. Any single measure of 
reform will leave us just where we stand. 

Reforms for the relief of indebtedness 
have been attempted since the seventies of 
the 19th century, but the earliest attempts 
were directed mainly against moneylending. 
These measures again fall into- general (All 
India) and Provincial legislations. There 
have also been official and special legisla- 
tions undertaken from time to time in cer- 
tain provinces with a view to protect the 
agriculturist. Latterly, there has been 
legislation for Debt conciliation on a com- 
promise basis. The first attempts were 
made in the Central Provinces and the qther 
provinces have followed suit. There have 
also been some measures attempting at com- 
pulsory reduction in the rates of interest. 
Last of all, there has arisen of late a demand 
for the provision of sqme sort of Rural In- 
solvency law such as was recommended by 
the Royal Agricultural Commission in para 
367 of their Report. It is well to bear these 
in mind in our study of the attempts to 
solve the problem. 

The Rule of Damdupat: This is an anci- 
ent principle in the Hindu law of contract, 
according to which interest exceeding the 
amount of the principal cannot be recover- 
ed at any^ one time although the total 
amount paid from time to time may far 
exceed ijie capital. The rule is recognised 
by courts in certain parts ot Bombay, Sind 
and Berar and in the town of Calcutta, but 
is not recognised in the Bengal Presidency 
outside Calcutta or in the Madras Presi- 
dency. The rule exists only so long as the 
relationship of debtor and creditor exists, 
but not when the contractual relation has 
come to an end by reason of a decree. 

The principle is not applicable to a degree 
for puisne mortgage nor to interest accruing 


after the institution of the suit. The in- 
terest on arrears may be capitalised by sub- 
sequent agreement, but prospective interest 
cannot be so capitalised. The rule is not 
affected by the Transfer of Property Act 
and the Indian Contract Act or Acts relat- 
ing to interest. 

There is a radical defect in the rule that, 
if the interest is paid in smaller sums than 
the principal, there is no limit to the amount 
of interest. The Bengal Provincial Bank- 
ing Enquiry Committee held that, for the 
ruel to be really effective, a creditor should 
never be able to receive more than double 
the amount advanced and that this Should 
be made statutory. The Bengal Money- 
lenders' Act, 1933 (VII of 1933) embodies 
this principle though not fully. Section 4 
of this Act limits the amount of arrears of 
interest recoverable in the case of loans 
prior to the commencement of the Act to 
the amount of the principal unless there be 
satisfactory reasons for not enforcing the 
claims earlier. Section 6 stipulates that, in 
respect of a loan made after the commence- 
ment of this Act, no court shall decree on 
account of arrears of interest a sum greater 
than the principal. Section 30 of the 
Punjab Relief of Indebtedness Act (VII of 
1934) also follows the same rule. Under 
section 30(1) no court shall in any suit 
brought after the commencement of this Act 
against a debtor as defined in Section 7 of 
the Act, grajit a decree in satisfaction both 
of principal and interest for a larger sum 
than thrice the amount which the Court 
finds to have been due at the commence- 
ment of this Act. According to sec. 30(2) 
no Court shall, in respect of a suit brought 
after the commencement of this Act, decree 
for a larger sum than twice the amount of 
the sum taken as principal. 

Rule for Adjustment of Debt in 1772 : 
Even at the beginning of British rule in 
India, the usury then prevalent in Bengal 
seems to have caused concern to the admi- 
nistrators. On taking over the administra- 
tion of the province, Warren Hastings saw 
its evil effects and in 1772 the Committee 
of Circuit framed rules for the adjustment 
of debt and rates of interest. Old debts 
shall bear no further interest once the claims 
are adjusted; and the amount shall be pay- 
able by kistibundee (instalment) acc >rding 
to the circumstances of the party. The rate 
of interest on principal sums not exceeding 
Rs. too should be half anna in the rupee 
per month and on sums exceeding Rs, 100, 
two rupees per cent, per month. All com- 
pound interest should be deemed unlawful 
and should be prohibited. When a debt is 
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sued for upon a bond which shall be found 
to specity a nigner rate tnan tne estabashea 
rates, tiie imeresL suouia be wnoiiy lor- 
ieitea lor tlie aeotor ana only the principal 
snouid De recoverable. Ali attempts to 
eiuae the law snouia be punished by a for- 
leiture ol qne moiety ot the amount of the 
oond to Government and the other half to 
ihe debtor. 

Regulating Act of 1774 : By a Regulat- 
ing Act ot 1774 (13 Geo. Ch. 63) the maxi- 
mum rate 01 interest as applicaoie to Euro- 
pean British subjects in India was fixed at 
12 per cent, per annum. 

Ine Bengal Regulation of 1780 : This re- 
gulation fixed the maximum limits for the 
cates of interest! at 12 per cent per annum. 

Act XXVIII of 1835 : When the laws 
against usury were repealed in England in 
Che middle of the 19th century, the usury 
laws in India were repealed by the above 
act. The rule of Damdupat remained in 
fqrce in the localities mentioned before. 

Indian Contract (Amendment) Act of 
1879 : The prevalent unrestricted usury in 
British India attracted the attention of Gov- 
ernment who promulgated the Act, by 
which the courts could give relief to debtors 
in cases of unconscionable bargains on proof 
qf undue influence where the bargain was 
by way of penalty. 

Usurious Loans Act of 1918 : The Usuri- 
ous Loans Act of 1918 empowered a court, 
where there was a reasonable ground to be- 
lieve that the rate of interest was excessive 
and the transaction was substantially un- 
fair, to reopen the transaction and relieve 
the debtqr of exce^ive interest, even though 
there is an agreement to close previous 
dealings and open a new account. 

Usurious Loans (Amendment) Act of 
1926 : This enabled suits by debtors for re- 
demption of securities. The period of limi- 
tation was extended to 12 years. 

These are the All-India legislations direct- 
ed against usury; and Provincial legislations 
against usury and regularisation of money- 
lending are dealt with below; 

The Punjab Regulation of Accounts Act, 
1933 : The Act applies the rule of Damdu- 
pat as said before. It lays down that rates 
of interest above 15 per cent, in the case of 
secured loans and 25 per cent, in the case 
of unsecured loans qr where there is a sti- 
pulation of rest at intervals of less than six 
months are to be presumed to be excessive 
under the Usurious Loans Act. It prohi- 
bits the recovery of compourS interest at 
the rate of mqre than 10 per cent. This 
Act enables the debtor to obtain full parti- 
culars of his debt from his creditor. 


The rates of interest were later on thought 
to be excessive and an amendment >vas 
proposed to be introduced in 1935 limiting 
the maximum rate of interest qn secured and 
unsecured loans at 6 and 9 per cent, res- 
pectively and the rate for compound interest 
at 3 per cent. The amending bill was also 
intended to strictly enforce the Damdupat 
rule, so that in no case could a creditor 
recover interest, paid and to pe paid, in 
excess of the principal sum. The matter is 
still under consideration. 

The Usurious Loans (Central Provinces) 
Amendment Act, 1934 (XI of 1934), the 
C. P. Moneylenders' Act, 1934 (XIII of 
1934), the Central Provinces Moneylenders' 
(Amendment) Bill of 1935, the Central 
Provinces Reduction of Interest Bill of 1936 
are allied legislations in the Central Pro- 
vinces, all qf which attempt to protect 
debtors from being unduly mulcted by cre- 
ditors. The last of the measures proposes 
to limit the rate of interest for debts above 
Rs. 5,000 at 9 per cent, on secured and 13 
per cent, on unsecured loans and 6 per cent, 
of compound interest is tq be charged with 
yearly rests. For loans under Rs. 5,000 the 
maximum for secured and unsecured debts 
would be 10 and 15 per cent, respectively 
while compound interest cannot be charged 
at more than 7j per cent. 

The N. W. F. P. Usurious Loans 
(Amendment) Act, the Madras Debtors' 
Protection Act, 1935 (VII qf 1935), the 
Madras Debtors' Protection (Amendinent) 
Act, 1935, also have the same object in 
view and limit the rates of interest on se- 
cured and unsecured loans to 12 per cent, 
and 18 per cent, respectively. 

The Assam Moneylenders’ Act, 1934 : 
The Act is on the lines of the Bengal Money- 
lenders' Act, 1933; but the rates of interest 
are much lower. 

Burma has also been up with legislation 
for protection of debtors. A bill has been 
introduced on the lines of the (Punjab 
Regulation of Accounts Act, 1930 and the 
Madras Debtors' Protection Act, 1934 with 
a few mqdifications. The agriculturists of 
the rural area and the clerks, artisans, the 
middle and labouring classes in towns in 
Burma seem to require protction against 
the moneylenders. The manner of pigging 
jeweUeiy and of the consequent sale usual- 
ly associated with moneylending in Burma 
has been far from satisfactory. The shrewd 
moneylenders have been exacting to an 
unconscionable degree from the ignorant 
and illiterate Burmese agriculturist debtors. 
The rates of interest changed were unusual- 
ly high. The bill sedcs to regulate the 
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keeping of accounts by creditors and to pro- 
tect debtors by limiting the rates of interest 
to 12 per cent, and i8 per cent, on secured 
and unsecured loans respectively. Reason- 
able penalties have also been prescribed for 
violaters of the law. 

Similar legislations are also in contempla- 
tion in Bombay and the Punjab. Special 
legislation has also been undertaken from 
time to time to protect agriculturists in the 
provinces. 

The Deccan Agriculturists’ Relief Act of 
1879 : The Act provides some protection for 
agriculturist debtors by way of security from 
alienation of the debtor's property except 
under extraordinary circumstances and the 
exernption from attachment of certain pro- 
perties and so on. The reduction of rates 
qf interest can also be reviewed by the 
Court and a summary insolvency procedure 
sanctioned, if deemed proper by the Court. 
The Act has almost been a dead letter; and 
the procedure, which the courts have to 
follow, are cumbrous and far too expensive 
for debtors belonging to the cultivating 
class. As a result, the Act has not brought 
the relief to the peasant-debtor which was 
expected of it. 

The Punjab Land Alienation Act of 1900 : 

The Act came into force in igoi. Its main 
object was to prevent the small peasant pro- 
prietor being expropriated by the village 
moneylender. The nqn-agriculturist classes 
have been greatly restricted in the acquisi- 
tion of land, they are not allowed to buy 
land from a member of the agriculturist 
tribe nor may they take it on a mortgage 
from the latter for more than twenty years. 
At the end of the period the mortgage auto- 
matically lapses without payment; and so 
the nominal value of debt secured by mort- 
gage varies with the age of the mortgage. 
But it has given rise to the agriculturist 
moneylender, and borrowing, which the 
Act sought to discourage, has becqme again 
as ea^ as ever. 

^ The United Provinces Agriculturist Re- 
lief Act, 1934 : The chief provisions of the 
Act are 

(i) Empowering courts to order for re- 
payment of agricultural debts in easy instal 
ments spread over a period exceeding 
twenty years. 

^ (2) Limitation of rates of interest admis- 
sible after a decree to 2 and 3 per cent, ac- 
cording to circumstances. 

. (3) Facility to redeem mortgages and 
limitation by possesoiy mortgages to a 
period not exceeding 20 years after which 


possession should be relinquished in favour 
of the debtor. 

4. Regulation of the rates of interest re- 
coverable on loans taken since January 
1917 and the limitation of rates for borrow- 
ing after the Act comes into force as the 
Local Government may stipulate from time 
to time. 

5. Stipulation of the rate of interest 
after a sum equal to 100 per cent, of the 
principal in the case of secured loans and 
150 per cent, of the principal in the case of 
unsecured loans has been realised or accrued 
as interest. 

6. Courts can reopen past decrees and 
make reasonable and just amended awards. 

7. Creditors should maintain a correct 
account for each agriculturist debtor for 
each loan separately and should furnish 
the debtor annually with a statement of 
account. 

The Central Provinces Agriculturists Debt 

Relief Bill 

This bill, which was introduced sometime 
towards the end of 1935, seeks to relieve 
agriculturists, who have not profited appre- 
ciably in spite of debt conciliation legisla- 
tion in the province, by facilitating the pay- 
ment of their debt by reducing the rate of 
interest to 7 percent, on unsecured and 6 
per cent, on secured loans and by securing 
repayments spread over a period not less 
than 3^ years. 

The Bihar Agriculturists Relief Bill 1935 

The bill, intends to protect agriculturist 
debtors from undue exploitation; and at the 
samq time to control the moneylenders and 
pawnbrokers by making their registration 
as professionals compulsory. A regular ac- 
count is to be maintained by these money- 
lenders etc. in respect of each debtor and 
of each loan. The interest to be charge- 
able should not exceed 12 and 18 per cent, 
on secured and unsecured loans respective- 
ly, if the interest is simple, or 9 and 12 per 
cent, respectively, if compound interest 
with yearly rests is reckoned. A court can- 
not decree the repayment of an agricultural 
debt in ii^talments over a period not ex- 
ceeding six years. The molestation of 
debtors shall constitute a cognisable offence 
pumshable with a heavy fine or imprison- 
ment or with both. 

Debt Conciliation 

It has been recognised beyond doubt that 
the agncul'tunsts are involved in debt 
beyond Iheir power to repay and unless this 
is remedied the consequejices may be dis- 
asfrous; it may even end, ere long, in a 


INDIAN FINANCE YEAR-BOOK, 1936 


39 


complete repudiation of all existing liabili- 
ties. Three methods of debt conciliation ar 
possible. One is the voluntary method by 
which debtors and creditors volunteer to 
come to an amicable settlement of the 
debts- A second is the method of compro- 
mise which is brought about by an outside 
agency by persuasion. A third method is 
to compel debtors and creditors to come to 
a reasonable agreement. The first solution 
has rarely found advocates. The Central 
Provinces Govemnment pioneered legisla- 
tion of the second kind. And other pro- 
vinces have since then more or less blindly 
followed suit, modelling their laws almost 
on the Central Provinces Act. 

The Central Provinces Debt Conciliation 
Act, 1933, set up machinery for facilitating 
amicable settlements between agricultural 
debtors and creditors through the agency of 
Debt Conciliation. 

Boards are established under Govern- 
ment authority whose members are to be 
deemed public servants. The Board has 
powers tq call for statements of debts from 
the debtor and creditor and to examine the 
circumstances thoroughly after the debtor 
and creditor have explained their case to 
their satisfaction to the Board. It shall en- 
deavour to induce them to arrive at an 
amicable settlement. If the creditors, to 
whom not less than 40 per cent, of the total 
amount of the debtors debts are owing, 
come to an amicable settlement, the settle- 
ment shall be drawn up as an agreement 
recording the amounts payable to creditors, 
the manner of pa3nnent and the time of 
payment. The Agreement shall be register- 
ed; and it shall take effect as if it were a 
decree of a civil court. The sums due 
under the agreement shall be recoverable 
amounts decreed by a court and defaul^^s 
as arrears of land revenue, if creditors :5o 
desire. There are also subsidiary provision 
for exercising pressure on refractory credi- 
tors whq perversely refuse to accept fair 
offers from debtors. These provi^ons 
allow the issue of certificates that creditors 
have refused fair offers from debtors with 
the effect that the creditors are debarred 
from recovering in a court costs or interest 
above 6 per cent, per annum simple interest 
and also, if the debt in question is not 
secured, from executing any decree for a 
certain period. There is no appeal against 
a Board^s award; but a Board has powers 
under certain conditions, to review previ- 
ous orders. Legal practitioners are prohi- 
bited from representing parties before a 
Boaxd. 


The Punjab Relief of Indebtedness Act, 

1934 (VII of 1934 ) 

The provisions of this Act are exactly 
similar to those of the Central Provinces 
Act. The Punjab Act makes a further 
attempt at the same time to amend in con- 
formity, other civil laws, such as the InsrJ- 
vency Act, Usurious Loans Act the rule of 
Damdupat and makes other minor altera- 
tions of the civil law relating to attachment 
of propert}’ of the judgment-debtor etc. 
When a debtor satisfies a court that he Is 
entitled to summaiy administration undi'r 
the provincial Insolvency Act, 1920, the 
court can forthwith order accordingly with- 
out asking the usual cumbrous formalities 
for insolvency to be followed. The maxi- 
mum rates of interest recoverable have been 
fixed at 12 and 18J per cent, on secure! 
and unsecured loans respectively and at 9 
and 14 per cent, respectively if compound 
interest is to be reckoned. The principle 
of the Damdupat has already been dis- 
cussed. 

The Madras Debt CondKation Act of 
1935 follows generally the lines of the Cen- 
tral Provinces Act. It is intended to apply 
to agriculturists whose debts exceed Rs. 150 
but fall below Rs. 25,000 in the aggregate. 

In Burma a bill was sought to be intro- 
duced on the lines of the Central Provinces 
Debt Conciliation Act. But the Relief Com 
mittee, w^hich sat over the bill, found it im- 
possible to come to any satisfactoty decision 
regarding a suitable form and suitable pro- 
visions for the bill without further enquiry 
regarding the circumstances which may 
render such legislation necessary. The com- 
mittee has requested the Government 
(February 1936) to appoint an officer to 
make an enquiry and report the probable 
total amount of agricultural debt in the 
province, whether conciliation is altyady 
reported in any area, whether conciliation 
on the lines of the Debt Conciliation Bill 
was necessary and whether such legislation 
is likely to have undesirable repercusdons 
on the economy and credit of the province. 

Assam has had in view the setting up of 
Debt Conciliation Boards to relieve^ agri- 
culturists from indebtedness by amicable 
settlement between debtors and creditors on 
the lines of the Central Provinces Act. A 
bill has been drawn up accordingly and is 
the subject of deliberation, perhaps, of a 
select committee. 

The Bombay Debt Conciliation Bill, 
which is now before a select committee, is 
drafted just on the same lines of the Cen- 
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tral Proivinces Debt Conciliation Act with 
few variations Qf detail. 

The more recent Bengal Agricultural 
Debtors' Act, although based on the Cen- 
tral Provinces Act, is a variant of it. It 
was feared voluntary methods cannot be re- 
lied upon to bring about everywhere a suffi- 
ciently widespread reduction in agricultural 
indebtedness. It has, therefore, been 
thought necessary tq endow Boards on 
occasions with powers for compulsion where 
voluntary methods fail. The Act contem- 
plates types of boards as circumstances 
demand. There would be a type trying to 
induce creditors and debtors tq come to a 
compromise and do no more; another type 
would act as in the Central Provinces; and 
a third type derives powers to exercise 
compulsion in varying degrees on certain 
intransigent creditors who refuse to settle 
debts amicably at all. The Act further 
contains a simple insolvency procedure, 
the need of which was emphasised in para- 
graph 367 of the Royal Commission on 
Agriculture. In the words of the Com- 
mission "the main objects of such a 
measure would be to relieve the debtor of 
what he cannot pay, whilst insisting on his 


paying the utmost he can, within a reason- 
able time. When a man's debts are such 
that the usufruct for fifteen years qf the 
land not absolutely essential for mainten- 
ance is insufficient to meet them, the 
balance is obviously irreconcilable, and he 
is, therefore, a fit subject for insolvency 
law. Whether the law should provide for 
conciliation boards or committees or whether 
such bodies! should be regarded as an alter- 
native to an insolvency law is an open 
question. Jusit as creditors have the right 
to insist that all the debtors' assets should 
be impounded and applied towards the 
payment of the debts, so. also the debtor 
who has given up all his assets should have 
the clear right to be allowed to earn his 
living if he can and to be free to make a 
new start in life. 

Some of the Indian States have also been 
up and doing in relieving the agriculturist 
of his debts. Baroda has done a goqd deal 
and Travancore has been hotly debating 
over a Ryot's Relief Bill. Ere long, it is 
hoped that the contagion would have been 
caught thoroughout India including even 
fhe many petty Indian States. 


Established 1911. 


The Bombay Provincial Co-operative Bank Limited. 

(Registered under Co-operative Societies Act) 

Head Office APOLLO STREET, FORT, BOMBAY. 
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Ahmednagar Shirpur „ ,, 

Apex Bank of the Co-operative Movement in Bombay Presidency. 
WORKING CAPITAL EXCEEDS RS. 2,00,00,000. 
FIXED, CURRENT AND SAVINGS DEPOSITS ACCEPTED. 

Terms on Application 

ADVANCES made only to registered Co-operalive Societies 
COLLECTION WORK undertaken on almost all important towns in the Bombay Presidency 

Money deposited with this Bank directly benefits the Agriculturists and persons of small means. 
For farther particutars write to Managing Director. 
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